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In  the  United  States  District  Court,  Western  Dis- 
trict of  Washington,  Southern  Division 

No.  48929 

UNITED  STATES  OF  AMERICA, 

Plaintiff, 

vs. 

HANS  FORSTER,  L.  HICKS  TAYLOR  and 
HAROLD  ERICKSON,  Defendants. 

INDICTMENT 

The  Grand  Jury  Charges: 

Count  I. 
On  or  about  March  15,  1946,  at  Tacoma,  Washing- 
ton, Hans  Forster,  of  Issaquah,  Washington,  L. 
Hicks  Taylor,  and  Harold  Erickson,  willfully  and 
knowingly  attempted  to  defeat  and  evade  a  large 
part  of  the  income  tax  due  and  owing  by  the  said 
Hans  Forster  to  the  United  States  of  America  for 
the  calendar  year  1945,  by  filing  and  causing  to  be 
filed  with  the  Collector  of  Internal  Revenue  for  the 
Internal  Revenue  Collection  District  of  Washing- 
ton, at  Tacoma,  a  false  and  fraudulent  income  tax 
return  for  and  on  behalf  of  the  said  Hans  Forster, 
in  which  it  was  stated  that  his  net  income  for  said 
calendar  year,  computed  on  the  community  property 
basis,  was  the  siun  of  $37,319.35,  and  that  the 
amount  of  tax  due  and  owing  thereon  was  the  sum 
of  $19,037.16,  whereas,  as  they  then  and  there  well 
knew,  his  net  income  for  the  said  calendar  year 
computed  on  the  community  property  basis,  was  the 
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sum  of  $112,833.35,   upon  which  said  net  income 
there  was  owing  to  the  United  States  of  America 
an  income  tax  of  $81,652.50. 
All  in  violation  of  26  U.S.C.  145(b). 

Count  II. 

On  or  about  March  14,  1947,  at  Tacoma,  Wash- 
ington, Hans  Forster,  of  Issaquah,  Washington,  L. 
Hicks  Taylor,  and  Harold  Erickson,  willfully  and 
knowingly  attempted  to  defeat  and  evade  a  large 
part  of  the  income  tax  due  and  owing  by  the  said 
Hans  Forster  to  the  United  States  of  America  for 
the  calendar  year  1946,  by  filing  and  causing  to  be 
filed  with  the  Collector  of  Internal  Revenue  for  the 
Internal  Revenue  Collection  District  of  Washing- 
ton, at  Tacoma,  a  false  and  fraudulent  income  tax 
return  for  and  on  behalf  of  the  said  Hans  Forster, 
in  which  it  was  stated  that  his  net  income  for  said 
calendar  year,  computed  on  the  community  prop- 
erty basis,  was  the  sum  of  $23,352.20,  and  that  the 
amount  of  tax  due  and  owing  thereon  was  the  sum 
of  $8,158.41,  whereas,  as  they  then  and  there  well 
knew,  his  net  income  for  the  said  calendar  year 
computed  on  the  community  property  basis,  was 
the  sum  of  $62,842.87,  upon  which  said  net  income 
there  was  owing  to  the  United  States  of  America 
an  income  tax  of  $33,969.57. 

All  in  violation  of  26  U.S.C.  145(b). 

Count  III. 
On  or  about  March  15,  1948,  at  Tacoma,  Wash- 
ington, Hans  Forster,  of  Issaquah,  Washington,  L. 
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Hicks  Taylor,  and  Harold  Erickson  willfully  and 
knowingly  attempted  to  defeat  and  evade  a  large 
part  of  the  income  tax  due  and  owing  by  the  said 
Hans  Forster  to  the  United  States  of  America  for 
the  calendar  year  1947,  by  filing  and  causing  to  be 
filed  with  the  Collector  of  Internal  Revenue  for 
the  Internal  Revenue  Collection  District  of  Wash- 
ington, at  Tacoma,  a  false  and  fraudulent  income 
tax  return  for  and  on  behalf  of  the  said  Hans 
Forster,  in  which  it  was  stated  that  his  net  income 
for  said  calendar  year,  computed  on  the  community 
property  basis,  was  the  smn  of  $33,036.84,  and  that 
the  amount  of  tax  due  and  owing  thereon  was  the 
sum  of  $13,761.52,  whereas,  as  they  then  and  there 
well  knew,  his  net  income  for  the  said  calendar  year 
computed  on  the  community  property  basis,  was  the 
sum  of  $67,851.57,  upon  which  said  net  income  there 
was  owing  to  the  United  States  of  America  an  in- 
come tax  of  $37,417.20. 
All  in  violation  of  26  U.S.C.  145(b). 

Count  IV. 
On  or  about  March  11,  1949,  at  Tacoma,  Wash- 
ington, Hans  Forster,  of  Issaquah,  Washington,  L. 
Hicks  Taylor,  and  Harold  Erickson  willfully  and 
knowingly  attempted  to  defeat  and  evade  a  large 
part  of  the  income  tax  due  and  owing  by  the  said 
Hans  Forster  to  the  United  States  of  America  for 
the  calendar  year  1948,  by  filing  and  causing  to  be 
filed  with  the  Collector  of  Internal  Revenue  for  the 
Internal  Revenue  Collection  District  of  Washing- 
ton, at  Tacoma,  a  false  and  fraudulent  income  tax 
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return  for  and  on  behalf  of  the  said  Hans  Forster, 
in  which  it  was  stated  that  his  net  income  for  said 
calendar  year,  computed  on  the  community  property 
basis,  was  the  sum  of  $25,242.86,  and  that  the 
amount  of  tax  due  and  owing  thereon  was  the  sum 
of  $8,726.58,  whereas,  as  they  then  and  there  well 
knew,  his  net  income  for  the  said  calendar  year 
computed  on  the  community  property  basis,  was 
the  sum  of  $82,827.57,  upon  which  said  net  income 
there  was  owing  to  the  United  States  of  America 
an  income  tax  of  $45,820.22. 
All  in  violation  of  26  U.S.C.  145(b). 

Count  V. 
On  or  about  March  15,  1950,  at  Tacoma,  Wash- 
ington, Hans  Forster,  of  Issaquah,  Washington,  L. 
Hicks  Taylor  and  Harold  Erickson  willfully  and 
knowingly  attempted  to  defeat  and  evade  a  large 
part  of  the  income  tax  due  and  owing  by  the  said 
Hans  Forster  and  his  wife,  Evelyn  Forster,  to  the 
United  States  of  America  for  the  calendar  year 
1949,  by  filing  and  causing  to  be  filed  with  the 
Collector  of  Internal  Revenue  for  the  Internal 
Revenue  Collection  District  of  Washington  at  Ta- 
coma, a  false  and  fraudulent  joint  income  tax 
return  for  and  on  behalf  of  the  said  Hans  Forster 
and  wife  in  which  it  was  stated  that  their  net  in- 
come for  said  calendar  year  was  the  sum  of  $70,- 
445.09  and  that  the  amount  of  tax  due  and  owing 
thereon  was  the  sum  of  $28,409.80,  whereas,  as  they 
then  and  there  well  knew,  the  net  income  of  the 
said  Hans  Forster  and  wife  for  said  calendar  year 
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was  the  sum  of  $168,951.78,  upon  which  said  net  in- 
come  there   was   owing   to   the   United    States   of 
America  an  income  tax  of  $94,077.72. 
All  in  violation  of  26  U.S.C.  145(b). 


Count  VI. 

On  or  about  March  15,  1947,  at  Tacoma,  Washing- 
ton, Hans  Forster,  L.  Hicks  Taylor  and  Harold 
Erickson,  who  were  the  President,  Secretary,  and 
Office  Manager,  respectively,  of  the  Issaquah  Cream- 
ery Co.,  Inc.,  a  corporation,  did  Avillfully  and  know- 
ingly attempt  to  defeat  and  evade  a  large  part  of  the 
taxes  due  and  owing  by  said  corporation  to  the 
United  States  of  America  for  the  calendar  year 
1946,  by  filing  and  causing  to  be  filed  with  the  Col- 
lector of  Internal  Revenue  for  the  Internal  Revenue 
Collection  District  of  Washington  at  Tacoma  a 
false  and  fraudulent  tax  return  wherein  they  al- 
leged that  the  net  income  of  the  corporation  for  the 
said  calendar  year  was  the  sum  of  $33,839.68  and 
that  the  total  amount  of  tax  due  thereon  was  the 
sum  of  $10,435.03,  whereas,  as  they  then  and  there 
well  knew,  the  net  income  of  the  corporation  for 
said  calendar  year  was  the  sum  of  $90,866.03,  upon 
which  net  income  the  corporation  owed  to  the 
United  States  of  America  a  total  tax  of  $34,529.09. 

All  in  violation  of  26  U.S.C.  145(b). 

Count  VII. 
On  or  about  March  15,  1948,  at  Tacoma,  Wash- 
ington, Hans  Forster,  L.  Hicks  Taylor  and  Harold 
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Erickson,  who  were  the  President,  Secretary,  and 
Office  Manager,  respectively,  of  the  Issaquah  Cream- 
ery Co.,  Inc.,  a  corporation,  did  willfully  and  know- 
ingly attempt  to  defeat  and  evade  a  large  part  of 
the  taxes  due  and  owing  by  said  corporation  to  the 
United   States  of  America  for  the   calendar  year 

1947,  by  filing  and  causing  to  be  filed  with  the  Col- 
lector of  Internal  Revenue  for  the  Internal  Revenue 
Collection  District  of  Washington  at  Tacoma  a  false 
and  fraudulent  tax  return  wherein  they  alleged  that 
the  net  income  of  the  corporation  for  the  said  cal- 
endar year  was  the  sum  of  $39,272.93  and  that  the 
total  amount  of  tax  due  thereon  was  the  siun  of 
$12,314.65,  whereas,  as  they  then  and  there  well 
knew^,  the  net  income  of  the  corporation  for  said 
calendar  year  was  the  sum  of  $89,993.95,  upon  which 
net  income  the  corporation  owed  to  the  United 
States  of  America  a  total  tax  of  $34,197.70. 

All  in  violation  of  26  U.S.C.  145(b). 

Count  VIII. 
On  or  about  March  12,  1949,  at  Tacoma,  Washing- 
ton, Hans  Forster,  L.  Hicks  Taylor  and  Harold 
Erickson,  who  were  the  President,  Secretary,  and 
Office  Manager,  respectively,  of  the  Issaquah  Cream- 
ery Co.,  Inc.,  a  corporation,  did  willfully  and  know- 
ingly attempt  to  defeat  and  evade  a  large  part  of 
the  taxes  due  and  owing  by  said  corporation  to  the 
United   States   of  America  for  the   calendar  year 

1948,  by  filing  and  causing  to  be  filed  with  the  Col- 
lector of  Internal  Revenue  for  the  Internal  Revenue 
Collection  District  of  Washington  at  Tacoma  a  false 
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and  fraudulent  tax  return  wherein  they  alleged  that 
the  net  income  of  the  corporation  for  the  said  cal- 
endar year  was  the  sum  of  $31,970.48  and  that  the 
total  amount  of  tax  due  thereon  was  the  sum  of 
$9,444.36,  whereas,  as  they  then  and  there  well 
knew,  the  net  income  of  the  corporation  for  said 
calendar  year  was  the  sum  of  $108,727.99,  upon 
which  net  income  the  corporation  owed  to  the 
United  States  of  America  a  total  tax  of  $41,316.64. 

All  in  violation  of  26  U.S.C.  145(b). 

Count  IX. 

On  or  about  March  14,  1950,  at  Tacoma,  Wash- 
ington, Hans  Forster,  L.  Hicks  Taylor  and  Harold 
Erickson,  who  were  the  President,  Secretary  and 
Office  Manager,  respectively,  of  the  Issaquah  Cream- 
ery Co.,  a  corporation,  did  willfully  and  knowingly 
attempt  to  defeat  and  evade  a  large  part  of  the 
taxes  due  and  owing  by  said  corporation  to  the 
United  States  of  America  for  the  calendar  year 
1949,  by  filing  and  causing  to  be  filed  with  the  Col- 
lector of  Internal  Revenue  for  the  Internal  Revenue 
Collection  District  of  Washington,  at  Tacoma,  a 
false  and  fraudulent  tax  return  wherein  they  al- 
leged that  the  net  income  of  the  corporation  for 
the  said  calendar  year  was  the  sum  of  $49,725.48 
and  that  the  total  amount  of  tax  due  thereon  was 
the  sum  of  $18,854.51,  whereas,  as  they  then  and 
there  well  knew,  the  net  income  of  the  corporation 
for  said  calendar  year  was  the  sum  of  $223,236.59, 
upon  which  net  income  the  corporation  owed  to  the 
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United  States  of  America  a  total  tax  of  $84,829.90. 
All  in  violation  of  26  U.S.C.  145(b). 

A  True  Bill. 

/s/  A.  S.  HUNGERFORD, 
Foreman 

/s/  J.  CHARLES  DENNIS, 
United  States  Attorney 

/s/  HARVEY  SAGER, 

Assistant  United  States  Attorney 

Cr.  No.  4441.  Comm.  No.  5286,  5287,  5288,  Bail: 
$2,500;  $2,500;  $1,500.  Bench  Warrant:  No.  Secret: 

No. 

Presented  to  the  Court  and  Filed  Aug.  1,  1952. 


[Title  of  District  Court  and  Cause.] 

MOTION  FOR  SEVERANCE 

Comes  Now  the  defendant,  L.  Hicks  Taylor,  by 
Little,  LeSourd,  Palmer,  Scott  &  Slemmons,  his  at- 
torneys, and  moves  the  Court  for  the  entry  of  an 
order  for  a  severance  of  the  defendants  herein  for 
trial,  upon  the  ground  that  said  defendant  will  be 
prejudiced  by  the  joinder  of  all  of  the  above-named 
defendants  for  trial. 

This  motion  is  made  in  accordance  with  Rule  14 
of  the  Federal  Rules  of  Criminal  Procedure  and  is 
based  upon  the  records  and  files  in  this  cause  and 
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upon  the  affidavit  of  the  defendant,  L.  Hicks  Taylor. 
Dated  this  5th  day  of  January,  1954. 

/s/  LITTLE,  LeSOURD,  PALMER, 
SCOTT  &  SLEMMONS, 

/s/  KENNETH  A.  COX, 

Attorneys  for  Defendant,  L.  Hicks 
Taylor 

Acknowledgments  of  Service  attached. 
[Endorsed] :   Filed  January  6,  1954. 


[Title  of  District  Court  and  Cause.] 

AFFIDAVIT  OF  DEFENDANT  L.  HICKS 
TAYLOR  IN  SUPPORT  OF  MOTION  FOR 
SEVERANCE 

State  of  Washington, 
County  of  King — ss. 

L.  Hicks  Taylor,  being  first  duly  sworn,  upon 
oath  deposes  and  says: 

That  he  is  one  of  the  defendants  in  the  above- 
named  cause  and  makes  this  affidavit  in  support  of 
his  motion  for  an  order  granting  a  severance  of  the 
defendants  for  trial; 

That  he  and  the  other  two  defendants  named 
above  have  been  indicted  in  an  indictment  including 
nine  counts;  that  in  five  of  such  counts  they  are 
charged  with  willfully  and  knowingly  attempting  to 
evade  income  tax  owing  by  the  defendant  Hans 
Forster,  or  by  said  defendant  and  his  wife,  by  filing 
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and  causing  to  be  filed  false  and  fraudulent  income 
tax  returns  for  said  defendant  Hans  Forster,  or  for 
said  defendant  and  Ms  wife,  for  five  different  cal- 
endar years;  that  in  the  remaining  four  counts  the 
defendants  are  charged,  as  officers  of  Issaquah 
Creamery  Co.,  Inc.,  a  corporation,  with  willfully 
and  knowingly  attempting  to  evade  income  tax  ow- 
ing by  said  corporation  by  filing  and  causing  to  be 
filed  false  and  fraudulent  income  tax  returns  for 
said  corporation  for  four  different  calendar  years; 
That  upon  the  basis  of  statements  and  affidavits 
made  by  the  defendants  Forster  and  Erickson  to  the 
Internal  Revenue  Agents  investigating  the  tax  re- 
turns of  the  defendant  Forster  and  of  Issaquah 
Creamery  Co.,  Inc.,  and  by  other  persons  inter- 
viewed by  said  Agents  in  connection  with  said  in- 
vestigation, and  upon  the  further  basis  of  the  testi- 
mony adduced  in  proceedings  before  the  Honorable 
John  A.  Burns,  United  States  Commissioner,  on 
March  28  and  April  1,  1952,  on  preliminary  hear- 
ings in  re  the  defendants  in  this  cause,  affiant  be- 
lieves that  the  govermnent  will  present  strong  cases 
against  the  defendants  Forster  and  Erickson  on  all 
nine  cou.nts  and  with  respect  to  all  of  the  allegedly 
unreported  income,  but  that  the  evidence  against 
affiant  will  be  partial  and  incomplete,  going  only  to 
claimed  involvement  as  to  isolated  items  or  trans- 
actions for  particular  years;  that  affiant  there- 
fore feels,  and  is  advised  by  his  counsel,  that  he  will 
be  substantially  prejudiced  if  he  is  forced  to  stand 
trial  jointly  with  the  defendants  Forster  and  Erick- 
son because  the  jury  will  in  all  probability  be  un- 
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able  to  distinguish  clearly  between  the  evidence  as 
to  acts  of  the  defendants  Forster  and/or  Erickson, 
on  one  hand,  and  the  much  smaller  volume  of  evi- 
dence which  the  government  contends  establishes 
knowledge  or  complicity  on  the  part  of  affiant ;  that 
as  a  result  affiant  is  likely  to  be  judged,  not  on  the 
basis  of  evidence  relating  directly  to  him,  but  upon 
the  more  voluminous  evidence  with  respect  to  the 
other  named  defendants ; 

That  affiant  was  for  some  years,  including  those 
involved  in  this  proceeding,  the  accountant  for  the 
defendant  Hans  Forster  and  for  various  of  his 
corporate  enterprises;  that  said  defendant  resides 
in  Issaquah,  Washington,  and  that  the  headquarters 
of  his  most  important  enterprises  are  there  or  at 
other  points  outside  Seattle,  and  that  the  basic, 
original  books  and  records  of  the  defendant  Forster 
and  his  said  enterprises  were  kept  at  Issaquah  by 
said  defendant  and  by  the  defendant  Harold  Erick- 
son, who  was  in  the  emf)loy  of  the  said  defendant 
Forster;  that  affiant,  on  the  other  hand,  maintained 
public  accounting  offices  in  downtown  Seattle  and 
did  work  for  as  many  as  three  hundred  other  clients 
in  addition  to  the  work  he  did  for  the  defendant 
Forster;  that  affiant  went  periodically  to  Issaquah 
for  a  day  or  less,  for  the  purpose  of  picking  up 
from  defendant  Erickson,  or  directly  from  defend- 
ant Forster,  totals  and  summaries  derived  from  the 
records  kept  by  or  for  them,  which  said  totals 
affiant  posted  to  general  ledgers  maintained  in  his 
Seattle  office,  from  which  affiant  periodically  pre- 
pared balance  sheets  and  profit  and  loss  statements, 
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and  ultimately  prepared  the  income  tax  returns 
here  in  question,  each  such  return  having  been 
stamped  by  him  with  a  rubber  stamp  reading :  "This 
return  is  prepared  from  the  books  of  the  client 
without  audit  of  details  contained  therein." 

That  when  charges  were  filed  against  the  defend- 
ants named  herein  in  March,  1952,  the  defendant 
Forster  released  to  the  newspapers  carefully  pre- 
pared stories  emphasizing  his  beginnings  as  a  penni- 
less immigrant,  carefully  playing  up  the  fact  that 
affiant  had  previously  pleaded  guilty  to  a  charge 
of  attempted  evasion  of  his  own  income  tax  lia- 
bility, and  stating  that  he,  Forster,  was  innocent, 
and  was  in  trouble  only  because  he  had  trusted 
affiant;  that  both  before  the  filing  of  said  charges 
and  since,  the  defendant  Forster  has  conducted  an 
artful  campaign  to  attempt  to  shift  to  affiant  re- 
sponsibility for  his  own  acts,  and  has  induced  the 
defendant  Erickson  to  join  him  in  this  effort;  that 
as  a  result  affiant  believes,  and  is  advised  by  his 
counsel,  that  he  will  be  substantially  prejudiced  if 
he  is  forced  to  stand  trial  jointly  with  the  defend- 
ants Forster  and  Erickson  because  of  the  concerted 
effort  they  have  made,  and  will  undoubtedly  con- 
tinue to  make  during  the  trial,  to  fix  upon  him 
responsibility  for  their  own  acts; 

That  because  of  the  foregoing,  affiant  believes  that 
if  he  is  forced  to  stand  trial  jointly  with  defendants 
Forster  and  Erickson,  statements,  testimony,  and 
documentary  evidence  will  be  offered  which  will  be 
admissible  as  against  defendant  Forster  and/or  de- 
fendant  Erickson,   but  inadmissible   as   to   affiant: 
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that  affiant  believes  he  will  be  substantially  prej- 
udiced thereby  because  no  precautionary  instruc- 
tions can  serve  to  erase  from  the  minds  of  the  mem- 
bers of  the  jury  statements  or  testimony  bearing 
primarily  on  the  guilt  of  the  defendants  Forster 
and/or  Erickson  but  seeming  incidentally  to  im- 
plicate affiant,  and  no  other  procedural  safeguards 
can  adequately  guarantee  that  affiant  will  be  judged, 
as  he  is  entitled  to  be,  only  upon  evidence  bearing 
directly  upon  his  part  in  connection  with  the  mat- 
ters here  in  issue,  and  only  upon  evidence  which 
under  all  the  rules  is  properly  admissible  as  to  him. 

/s/  L.  HICKS  TAYLOR 

Subscribed  and  Sworn  to  before  me  this  6th  day 
of  January,  1954. 

[Seal]  /s/  KENNETH  A.  COX, 

Notary  Public  in  and  for  the  State  of  Washington, 
residing  at  Seattle. 

Acknowledgments  of  Service  attached. 

[Endorsed] :    Filed  January  6,  1954. 


[Title  of  District  Court  and  Cause.] 

VERDICT 

We,  the  Jury  in  the  above-entitled  cause,  find  the 
Defendant,  Hans  Forster  is  guilty  as  charged  in 
Count  I  of  the  Indictment, 

Is  guilty  as  charged  in  Count  II  of  the  Indict- 
ment, 
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Is  guilty  as  charged  in  Count  III  of  the  Indict- 
ment, 

Is  guilty  as  charged  in  Count  IV  of  the  Indict- 
ment, 

Is  guilty  as  charged  in  Count  V  of  the  Indict- 
ment, 

Is  guilty  as  charged  in  Count  VI  of  the  Indict- 
ment, 

Is  guilty  as  charged  in  Count  VII  of  the  Indict- 
ment, 

Is  guilty  as  charged  in  Count  VIII  of  the  Indict- 
ment, 

Is  guilty  as  charged  in  Count  IX  of  the  Indict- 
ment. 

Date:   May  14th,  1954. 

/s/  HAROLD  F.  CRAFT, 
Foreman 

[Endorsed]  :   Filed  May  14,  1954. 


[Title  of  District  Court  and  Cause.] 

MOTION  FOR  ACQUITTAL  AND  IN  THE 

ALTERNATIVE  FOR  A  NEW  TRIAL 

Comes  now  the  defendant,  Hans  Forster,  and 
feeling  aggrieved  at  the  verdict  of  the  jury  moves 
this  Court  for  a  judgment  of  acquittal  and  in  the 
alternative  that  a  new  trial  be  granted  said  de- 
fendant in  the  interest  of  justice  for  the  following 
reasons : 

I. 

Inconsistency  of  the  verdict; 
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II. 

Error  in  instructions  to  which  exceptions  were 
duly  taken; 

III. 
Errors  of  law  during  the  trial  to  which  exception 
was  duly  taken; 

IV. 
That  the  verdict  is  against  the  weight  of  the  evi- 
dence; and 

V. 
That  a  miscarriage  of  justice  has  resulted. 

/s/  TRACY  E.  GRIFFIN, 
Attorney  for  Defendant 
Hans  Forster 

Acknowledgment  of  Service  attached. 

[Endorsed] :   Filed  May  18,  1954. 


[Title  of  District  Court  and  Cause.] 

ORDER  DENYING  DEFENDANT  FORSTER'S 
MOTION  FOR  ACQUITTAL  AND  IN  THE 
ALTERNATIVE  FOR  A  NEW  TRIAL 

The  motion  of  Defendant,  Hans  Forster  having 
come  on  regularly  to  be  heard  before  the  under- 
signed Judge  of  the  above  entitled  Court  on  June 
4,  1954,  Charles  P.  Moriarty,  United  States  Dis- 
trict Attorney  appearing  for  the  Plaintiff,  the  De- 
fendant, Hans  Forster  being  personally  present  and 
represented  by  his  Attorney,  Tracy  E.  Griffin,  the 
Court   having   heard   the    argument    of   respective 
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counsel  and  having  fully  considered  the  motion, 

now,  therefore, 

It  Is  Hereby  Ordered,  Adjudged  and  Decreed 
that  the  motion  of  the  Defendant,  Hans  Forster  for 
a  judgment  of  acquittal  and  in  the  alternative  for 
a  new  trial  be  and  the  same  is  hereby  denied.  An 
exception  to  the  foregoing  ruling  is  hereby  allowed 
by  the  Court. 

Done  in  Open  Court  this  8th  day  of  June,  1954. 

/s/  WILLIAM  J.  LINDBERG, 
U.  S.  District  Judge 
Presented  by: 

/s/  CHARLES  P.  MORIARTY, 
U.  S.  District  Attorney 

[Endorsed] :   Filed  June  8,  1954. 


In  the  United  States  District  Court,  Western  Dis- 
trict of  Washington,  Northern  Division 

No.  48929 

UNITED  STATES  OF  AMERICA, 

Plaintiff, 

vs. 

HANS  FORSTER,  Defendant. 

JUDGMENT,  SENTENCE  AND 
COMMITMENT 

On  this  7th  day  of  June,  1954,  the  attorney  for 
the  Government,  and  the  defendant,  Hans  Forster, 
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appearing  in  person  and  being  represented  by 
Tracy  E.  Griffin,  his  attorney,  the  Court  finds  the 
following : 

That  prior  to  the  entry  of  his  plea,  a  copy  of  the 
Indictment  was  given  the  defendant  and  the  defend- 
ant entered  a  plea  of  not  guilty  and  a  trial  was 
held,  resulting  in  a  verdict  of  guilty  as  to  Counts 
I  to  IX,  inclusive,  thereof;  that  the  Probation  Of- 
ficer of  this  district  has  made  a  presentence  in- 
vestigation and  report  to  the  Court ;  now,  therefore, 

It  Is  Adjudged  that  the  defendant  has  been  con- 
victed by  jury  verdict  and  is  guilty  of  the  offense 
of  violation  of  Section  145(b),  Title  26,  U.S.C.,  as 
charged  in  Counts  I  to  IX,  inclusive,  of  the  Indict- 
ment, and  the  Court  having  asked  the  defendant 
whether  he  has  anything  to  say  why  judgment 
should  not  be  pronounced,  and  no  sufficient  cause 
to  the  contrary  being  shown  or  appearing  to  the 
Court, 

It  Is  Adjudged  that  the  defendant  is  guilty  as 
charged  in  Counts  I  to  IX,  inclusive,  and  is  con- 
victed. 

It  Is  the  Sentence  of  the  Court  that  as  to  Count 
I  of  the  Indictment  he  be  coiumitted  to  the  custody 
of  the  U.  S.  Attorney  General  or  his  authorized 
representative  for  a  period  of  Three  (3)  Years  in 
such  institution  as  the  U.  S.  Attorney  General  or 
his  authorized  representative  shall  by  law  designate ; 

As  to  Count  II  of  the  Indictment  he  be  committed 
to  the  custody  of  the  U.  S.  Attorney  General  or  his 
authorized  representative  for  a  period  of  Three  (3) 
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Years  in  such  institution  as  the  IJ.  S.  Attorney 
General  or  his  authorized  representative  shall  by 
law  designate; 

As  to  Count  III  of  the  Indictment  he  be  com- 
mitted to  the  custody  of  the  U.  S.  Attorney  General 
or  his  authorized  representative  for  a  period  of 
Three  (3)  Years  in  such  institution  as  the  U.  S. 
Attorney  General  or  his  authorized  representative 
shall  by  law  designate; 

As  to  Count  IV  of  the  Indictment  he  be  com- 
mitted to  the  custody  of  the  U.  S.  Attorney  General 
or  his  authorized  representative  for  a  period  of 
Three  (3)  Years  in  such  institution  as  the  IT.  S. 
Attorney  General  or  his  authorized  representative 
shall  by  law  designate ; 

As  to  Count  V  of  the  Indictment  he  be  com- 
mitted to  the  custody  of  the  U.  S.  Attorney  Gen- 
eral or  his  authorized  representative  for  a  period 
of  Three  (3)  Years  in  such  institution  as  the  U.  S. 
Attorney  General  or  his  authorized  representative 
shall  by  law  designate ; 

As  to  Count  VI  of  the  Indictment  he  be  com- 
mitted to  the  custody  of  the  U.  S.  Attorney  General 
or  his  authorized  representative  for  a  period  of 
Three  (3)  years  in  such  institution  as  the  U.  S.  At- 
torney General  or  his  authorized  representative 
shall  by  law  designate; 

As  to  Count  VII  of  the  Indictment  he  be  com- 
mitted to  the  custody  of  the  U.  S.  Attorney  Gen- 
eral or  his  authorized  representative  for  a  period 
of  Three  (3)  Years  in  such  institution  as  the  U.  S. 
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Attorney  Greneral  or  his  authorized  representative 
shall  by  law  designate; 

As  to  Count  VIII  of  the  Indictment  he  be  com- 
mitted to  the  custody  of  the  U.  S.  Attorney  General 
or  his  authorized  representative  for  a  period  of 
Three  (3)  Years  in  such  institution  as  the  U.  S. 
Attorney  General  or  his  authorized  representative 
shall  by  law  designate ; 

As  to  Count  IX  of  the  Indictment  he  be  com- 
mitted to  the  custody  of  the  U.  S.  Attorney  General 
or  his  authorized  representative  for  a  period  of 
Three  (3)  Years  in  such  institution  as  the  U.  S. 
Attorney  General  or  his  authorized  representative 
shall  by  law  designate. 

It  Is  the  Further  Order  of  the  Court  that  the 
imprisonment  sentence  as  to  Counts  II,  III,  IV,  V, 
VT,  VII,  VIII  and  IX  shall  run  concurrently  with 
and  not  consecutively  to  the  sentence  imposed 
herein  on  Count  I  of  the  Indictment. 

It  Is  the  Further  Order  of  the  Court  that  the 
Defendant,  Hans  Forster  pay  a  fxue  as  to  Count  I 
of  the  Indictment  in  the  sum  of  $3,000.00;  $3,000.00 
as  to  Count  II  of  the  Indictment;  $3,000.00  as  to 
Count  III  of  the  Indictment ;  $3,000.00  as  to  Count 
IV  of  the  Indictment ;  $3,000.00  as  to  Count  V  of 
the  Indictment;  $3,000.00  as  to  Count  VI  of  the 
the  Indictment;  $3,000.00  as  to  Count  VII  of  the 
Indictment ;  $3,000.00  as  to  Count  VIII  of  the  In- 
dictment and  $1,000.00  as  to  Count  IX  of  the  In- 
dictment, making  a  total  of  $25,000.00  in  fines,  said 
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fines  to  be  deposited  in  the  Registry  of  the  Court 
and  the  payment  thereof  to  await  the  outcome  of 
any  appeal. 

It  Is  the  Further  Order  of  the  Court  that  the 
Defendant,  Hans  Forster  pay  the  costs  of  prosecu- 
tion. 

It  Is  Further  Ordered  that  the  Clerk  of  this 
Court  deliver  a  certified  copy  of  this  Judgment, 
Sentence  and  Commitment  to  the  United  States 
Marshal  or  other  qualified  officer,  and  that  said 
copy  serve  as  the  commitment  of  the  defendant. 

Done  in  Open  Court  this  8th  day  of  June,  1954. 

/s/  WILLIAM  J.  LINDBERG, 
U.  S.  District  Judge 

Presented  and  approved  by: 

/s/  CHARLES  P.  MORIARTY, 

United  States  District  Attorney 

[Endorsed] :  Judgment  filed  and  entered  June  8, 
1954. 


[Title  of  District  Court  and  Cause.] 

NOTICE  OF  APPEAL 

1.  Name  and  address  of  appellant :  Hans  Forster, 
an  individual,  whose  address  is  Issaquah,  Wash- 
ington. 

2.  Name  and  address  of  attorneys  for  appellant: 
Tracy  E.  Griffin,  11th  Floor,  American  Building, 
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Seattle,  Washington;  and  J.  Kenneth  Brody,  603 
Central  Building,  Seattle,  Washington. 

3.  Offense:  The  offenses  which  the  appellant  was 
charged  with  and  convicted  of  consist  of  nine  counts, 
each  and  all  in  violation  of  26  U.S.C.  145(b),  count 
1  being  that  on  or  about  March  15,  1946  the  appel- 
lant Hans  Forster  willfully  and  knowingly  at- 
tempted to  defeat  and  evade  a  large  part  of  the  in- 
come tax  due  and  owing  by  him  to  the  United  States 
for  the  calendar  year  1945  by  filing  and  causing  to 
be  filed  with  the  Collector  of  Internal  Revenue  for 
the  Internal  Revenue  Collection  District  of  Wash- 
ington at  Tacoma,  a  false  and  fraudulent  income 
tax  return.  Counts  2,  3,  4  and  5  are  identical  to 
that  of  coimt  1  except  they  involve  the  tax  years 
respectively  1946  through  1949.  Counts  6  through 
9  inclusive  deal  with  the  income  tax  returns  of 
Issaquah  Creamery  Co.,  Inc.,  a  corporation,  for  the 
calendar  years  1946  through  1949  inclusive,  and  in 
general  Hans  Forster,  the  appellant  herein,  who  was 
President  of  said  corporation  during  said  period 
of  time,  is  charged  with  willfully  and  knowingly 
attempting  to  evade  a  large  part  of  the  taxes  due 
and  owing  by  said  corporation  for  said  years  (each 
count  representing  one  year)  by  filing  and  causing 
to  be  filed  with  the  Collector  of  Internal  Revenue 
for  the  Internal  Revenue  Collection  District  of 
Washington  at  Tacoma,  a  false  and  fraudulent  tax 
I'oturn. 

4.  An  Order  denjdng  the  motion  for  acquittal  or 
in  the  alternative  for  a  new  trial  of  Hans  Forster, 
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the  appellant  herein,  was   signed  and  entered  on 
June  8,  1954. 

5.  Judgment  was  entered  by  the  Honorable  Wil- 
liam J.  Lindberg,  Judge  of  the  above  entitled  court, 
on  June  8, 1954,  wherein  the  appellant  Hans  Forster 
was  found  guilty  as  charged  on  counts  1  to  9  in- 
clusive of  the  indictment  and  the  court  adjudged 
the  appellant  to  pay  to  the  United  States  of  Amer- 
ica a  fine  of  $25,000.00,  ($3,000.00  on  each  count  1 
to  8  inclusive  and  $1,000.00  on  comit  9),  the  cost  of 
prosecution,  and  sentenced  the  appellant  Hans  For- 
ster to  serve  three  (3)  years  upon  each  count, 
sentences  to  run  concurrently. 

6.  Defendant  has  been  released  on  bond  ($2,- 
500.00)  and  has  deposited  with  the  Clerk  of  the 
above  entitled  court  the  sum  of  $25,000.00  as  se- 
curity for  payment  of  the  said  $25,000.00  fine. 

I,  the  above  named  appellant,  Hans  Forster, 
hereby  appeal  to  the  United  States  Court  of  Ap- 
peals for  the  Ninth  Circuit  from  the  above  judg- 
ment. 

Dated  this  11th  day  of  June,  1954. 

/s/  HANS  FORSTER 

Presented  by: 

/s/  TRACY  E.  GRIFFIN, 

One  of  the  attorneys  for  the  appellant 
Hans  Forster 

Acknowledgment  of  Service  attached. 

[Endorsed] :  Filed  June  11,  1954. 
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[Title  of  District  Court  and  Cause.] 

CERTIFICATE  OF  CLERK 

United  States  of  America, 

AVestern  District  of  Washington — ss. 

I,  Millard  P.  Thomas,  Clerk  of  the  United  States 
District  Court  for  the  Western  District  of  Wash- 
ington, do  hereby  certify  that  pursuant  to  the  pro- 
visions of  Subdivision  1  of  Rule  10  of  the  United 
States  Court  of  Appeals  for  the  Ninth  Circuit,  and 
Rule  39(b)(1)  of  the  Federal  Rules  of  Crhninal 
Procedure,  and  designation  of  counsel,  I  am  trans- 
mitting the  following  original  papers  in  the  file 
dealing  with  the  action,  together  with  exhibits,  as 
the  record  on  appeal  herein  from  the  judgment, 
sentence  and  commitment  filed  June  8,  1954,  and 
the  Order  Denying  Motion  for  Acquittal  or  a  New 
Trial,  filed  June  8,  1954,  to  the  United  States  Court 
of  Appeals  for  the  Ninth  Circuit  at  San  Francisco, 
said  papers  being  identified  as  follows: 

1.    Indictment,  filed  August  1,  1952. 

123.    Verdict,  filed  May  14,  1954. 

128.  Motion  for  Acquittal  and  in  the  Alternative 
for  a  New  Trial,  filed  May  18,  1954. 

132.  Order  Denying  Motion  of  Defendant  For- 
ster  for  Acquittal  and  in  the  Alternative  for  a  New 
Trial,  filed  June  8,  1954. 

133.  Judgment,  Sentence  and  Commitment,  filed 
June  8,  1954. 

135.    Notice  of  Appeal,  filed  June  11,  1954. 

154.    Court  Reporter's  Transcript  of  Testimony 
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and  Proceedings,  (37  volumes)  filed  Feb.  7,  1955. 

156.  Statement  of  Points  on  Appeal  of  Appel- 
lant, filed  Feb.  11,  1955. 

157.  Designation  of  Contents  of  Record  on  Ap- 
peal, filed  Feb.  11,  1955. 

Exhibits  as  follows: 

Plaintiff  Exhibits  1  to  31  inch;  43  to  46  inch;  49 
to  72  inch;  74  to  85  inch;  87  to  118  inch;  120  to 
128  incl. ;  130  to  135  incl. ;  137  to  160  incl. ;  161  to 
199  (a  to  j  incl.)  ;  200;  202  to  219  inch;  220  to  256 
inch;  258;  259,  261  to  272  inch;  274  to  276  incl.;  278 
to  282  incl. ;  285  to  291  inclusive,  and  293. 

Defendant  Exhibits  A-1;  A-3  to  A-12  inch;  A-14; 
A-16;  A-26;  A-28;  A-31;  A-32;  A-34,  to  A-49  in- 
clusive; A-51,  A-52;  A-54  to  A-68  inch;  A-70,  A-71; 
A-73  to  A-75  inch;  A-77;  A-78;  A-80  to  A-104  inch; 
A-106;  A-109  to  A-112  incl.;  A-115;  A-117  to  A-127 
inclusive ;  A-129  to  A-143  inclusive ;  A-145. 

I  further  certify  that  the  following  is  a  true  and 
correct  statement  of  all  expenses,  costs,  fees  and 
charges  incurred  in  my  office  by  or  on  behalf  of  the 
appellant  for  preparation  of  the  record  on  appeal  in 
this  cause,  to-wit:  Filing  fee,  Notice  of  Appeal, 
$5.00;  and  that  said  amount  has  been  paid  to  me  on 
behalf  of  the  appellant  by  his  attorneys. 

In  Witness  Whereof  I  have  hereunto  set  my  hand 
and  affixed  the  official  seal  of  said  District  Court  at 
Seattle  this  11th  day  of  February,  1955. 

[Seal]  MILLARD  P.  THOMAS, 

Clerk 
/s/  By    TRUMAN  EGGER, 
Chief  Deputy 
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[Title  of  District  Court  and  Cause.] 

SUPPLEMENTAL  CERTIFICATE 
OF  CLERK 

L^nited  States  of  America, 

Western  District  of  Washington — ss. 

I,  Millard  P.  Thomas,  Clerk  of  the  United  States 
District  Court  for  the  Western  District  of  Wash- 
ington do  hereby  certify  that  pursuant  to  the  pro- 
visions of  Subdivision  1  of  Rule  10  of  the  United 
States  Court  of  Appeals  for  the  Ninth  Circuit,  and 
Rule  39(b)(1)  of  the  Federal  Rules  of  Criminal 
Procedure,  and  designation  of  counsel,  I  am  trans- 
mitting herewith,  supplemental  to  the  record  on 
appeal  in  said  cause,  the  following  original  addi- 
tional papers  or  documents  dealing  with  the  action, 
to-wit : 

53-A.  Motion  of  defendant  L.  Hicks  Taylor  for 
Severance,  filed  January  6,  1954. 

55.  Affidavit  of  Defendant  L.  Hicks  Taylor  in 
Support  of  Motion  for  Severance,  filed  Jan.  6,  1954. 

158.  Designation  of  Additional  Portions  of  Rec- 
ord, filed  2/18/55. 

159.  Court  Reporter's  Transcript  of  Portion  of 
Proceedings  of  February  4,  1954,  filed  March  11, 
1955. 

160.  Court  Reporter's  Transcript  of  Portion  of 
Proceedings  of  February  12,  1954,  filed  March  11, 
1955. 

161.  Court  Reporter's  Transcript  of  Portion  of 
Proceedings  of  February  17,  1954,  filed  March  11, 
1955. 
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Witness  my  hand  and  official  seal  at  Seattle,  this 
15th  day  of  March,  1955. 

[Seal]  MILLARD  P.  THOMAS, 

Clerk 
/s/  By   TRUMAN  EGGER, 
Chief  Deputy 
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SECOND  SUPPLEMENTAL  CERTIFICATE 
OF  CLERK 

United  States  of  America, 

Western  District  of  Washington — ss. 

I,  Millard  P.  Thomas,  Clerk  of  the  United  States 
District  Court  for  the  Western  District  of  Wash- 
ington, do  hereby  certify  that  pursuant  to  the  pro- 
visions of  Subdivision  1  of  Rule  10  of  the  United 
States  Court  of  Appeals  for  the  Ninth  Circuit,  and 
Rule  39(b)(1)  of  the  Federal  Rules  of  Crkninal 
Procedure,  I  am  transmitting  herewith,  supple- 
mental to  the  record  on  appeal  in  said  cause,  the 
following  additional  document  dealing  with  the  ac- 
tion, to-wit: 

162.  Designation  by  Plaintiff  of  Additional  Con- 
tents of  Record  on  Appeal,  filed  April  5,  1955. 

Witness  my  hand  and  official  seal  at  Seattle  this 
8th  day  of  April,  1955. 

[Seal]  MILLARD  P.  THOMAS, 

Clerk 
/s/  By   TRUMAN  EGGER, 
Chief  Deputy 
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In  the  United  States  District  Court,  Western  Dis- 
trict of  Washington,  Northern  Division 

No.  48,929 

UNITED  STATES  OF  AMERICA, 

Pliantiff, 

vs. 

HANS  FORSTER,  L.  HICKS  TAYLOR  and 
HAROLD  ERICKSON,  Defendants. 

TRANSCRIPT  OF  PROCEEDINGS 

Had  in  the  above-entitled  and  numbered  cause,  be- 
fore a  Petit  Jury,  duly  empaneled,  and  the  Honor- 
able William  J.  Lindberg,  a  United  States  District 
Judge,  at  Seattle,  Washington,  commencing  at  9:51 
o'clock  a.m.,  on  the  29th  day  of  January,  1954.  [1*] 
***** 

Mr.  Moriarty? 

Mr.  Moriarty:  May  it  please  the  Court,  Counsel 
for  the  Defense,  and  my  Associates;  Ladies  and 
Gentlemen  of  the  Jury: 

It  is  now  my  function  to  read  to  the  Jury  the 
Indictment  which  was  returned  by  the  Grand  Jury 
of  this  District  and  which  is  the  paper  charge  upon 
which  the  Government  proposes  to  proceed. 

To  this — to  each  of  these  charges — the  Defend- 
ants and  each  of  them  have  entered  a  plea  of  not 
guilty  and  the  Government  is  under  the  obligation 


*  Page  numbers  appearing  at  foot  of  page  of  original  Reporter's 
Transcript  of  Record. 
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to  j)resent  evidence  to  prove  the   guilt  beyond  a 
reasonable  doubt. 

Count  I  of  the  Indictment  charges  that: 
"On  or  about  March  15,  1946,  at  Tacoma,  Wash- 
ington, Hans  Forster,  of  Issaquah,  Washington,  L. 
Hicks  Taylor,  and  Harold  Erickson,  willfully  and 
knowingly  attempted  to  defeat  and  evade  a  large 
part  of  the  income  tax  due  and  owing  by  the  said 
Hans  Forster  to  the  United  States  of  America  for 
the  calendar  year  1945,  by  filing  and  causing  to  be 
filed  with  the  Collector  of  Internal  Revenue  for 
the  Internal  Revenue  District  of  Washington,  at 
Tacoma,  a  false  and  fraudulent  income  tax  return 
for  and  on  behalf  of  the  said  Hans  Forster,  in 
which  it  was  stated  that  his  net  income  for  [6]  said 
calendar  year,  computed  on  the  community  property 
basis,  was  the  sum  of  $37,319.35,  and  that  the 
amount  of  tax  due  and  owing  thereon  was  the  sum 
of  $19,037.16,  whereas,  as  they  then  and  there  well 
know,  his  net  income  for  the  said  calendar  year 
computed  on  the  community  property  basis,  was  the 
sum  of  $112,833.35,  upon  which  said  net  income 
there  was  owing  to  the  United  States  of  America  an 
income  tax  of  $81,652.50. 

"All  in  violation  of  26  U.S.C.  145  (b)." 
Count  II  of  the  Indictment  charges: 
"On  or  about  March  14,  1947,  at  Tacoma,  Wash- 
ington, Hans  Forster,  of  Issaquah,  Washington,  L. 
Hicks  Taylor,  and  Harold  Erickson,  willfully  and 
knowingly  attempted  to  defeat  and  evade  a  large 
part  of  the  income  tax  due  and  omng  by  the  said 
Hans  Forster  to  the  United  States  of  America  for 
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the  calendar  year  1946,  by  filing  and  causing  to  be 
filed  with  the  Collector  of  Internal  Revenue  for 
the  Internal  Revenue  Collection  District  of  Wash- 
ington, at  Tacoma,  a  false  and  fraudulent  income 
tax  return  for  and  on  behalf  of  the  said  Hans 
Forster,  in  which  it  was  stated  that  his  net  income 
for  said  calendar  year,  computed  on  the  community 
property  basis,  was  the  sum  of  $23,352.20,  and  that 
the  amount  of  tax  due  and  owing  thereon  was  the 
sum  of  $8,158.41,  whereas,  as  they  then  and  there 
well  [7]  knew,  his  net  income  for  the  said  calendar 
year  computed  on  the  community  property  basis, 
was  the  sum  of  $62,842.87,  upon  which  said  net 
income  there  was  owing  to  the  United  States  of 
America  an  income  tax  of  $33,969.57. 

"All  in  violation  of  26  U.  S.  Code  145  (b)." 
Count  III  of  the  Indictment  charges  that: 
"On  or  about  March  15,  1948,  at  Tacoma,  Wash- 
ington, Hans  Forster,  of  Issaquah,  Washington,  L. 
Hicks  Taylor,  and  Harold  Erickson  willfully  and 
knowingly  attempted  to  defeat  and  evade  a  large 
part  of  the  income  tax  due  and  owing  by  the  said 
Hans  Forster  to  the  United  States  of  America  for 
the  calendar  year  1947,  by  filing  and  causing  to  be 
filed  mth  the  Collector  of  Internal  Revenue  for  the 
Internal  Revenue  Collection  District  of  Washing- 
ton, at  Tacoma,  a  false  and  fraudulent  income  tax 
return  for  and  on  behalf  of  the  said  Hans  Forster, 
in  which  it  was  stated  that  his  net  income  for  said 
calendar  year,  computed  on  the  commimity  prop- 
erty basis,  was  the  sum  of  $33,036.84,  and  that  the 
amount   of   tax   due   and   owing   thereon   was   the 
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sum  of  $13,761.52,  whereas,  as  they  then  and  there 
well  knew,  his  net  income  for  the  said  calendar 
year  computed  on  the  community  property  basis, 
was  the  sum  of  $67,851.57,  upon  which  said  net 
income  there  was  owing  to  the  United  States  of 
America  [8]  an  income  tax  of  $37,417.20. 
"All  in  violation  of  26  U.S.  Code  145  (b)." 
Count  IV  of  the  Indictment  charges  that: 
"On  or  about  March  11,  1949,  at  Tacoma,  Wash- 
ington, Hans  Forster,  of  Issaquah,  Washington,  L. 
Hicks  Taylor,  and  Harold  Erickson  willfully  and 
knowingly  attempted  to  defeat  and  evade  a  large 
part  of  the  income  tax  due  and  owing  by  the  said 
Hans  Forster  to  the  United  States  of  America  for 
the  calendar  year  1948,  and  causing  to  be  filed  with 
the  Collector  of  Internal  Revenue  for  the  Internal 
Revenue  Collection  District  of  Washington,  at  Ta- 
coma, a  false  and  fraudulent  income  tax  return  for 
and  on  behalf  of  the  said  Hans  Forster,  in  which 
it  was  stated  that  his  net  income  for  said  calendar 
year,  computed  on  the  community  property  basis, 
was  the  sum  of  $25,242.86,  and  that  the  amount  of 
tax  due  and  owing  thereon  was  the  sum  of  $8,726.53, 
whereas,  as  they  then  and  there  well  knew,  his  net 
income  for  the  said  calendar  year  computed  on  the 
community  property  basis,  was  the  sum  of  $82,- 
827.57,  upon  which  said  net  income  there  was  owing 
to  the  United  States  of  America  an  income  tax  of 
$45,820.22. 

''All  in  violation  of  26  U.  S.  Code  145  (b)." 

Count  V  of  the  Indictment  charges  that : 

"On  or  about  March  15,   1950,   at  Tacoma,    [9] 
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Wasliing'ton,  Hans  Forster,  of  Issaqiiah,  Washing- 
ton, L.  Hicks  Taylor  and  Harold  Erickson  willfully 
and  knowingly  attempted  to  defeat  and  evade  a 
large  part  of  the  income  tax  due  and  owing  by  the 
said  Hans  Forster  and  his  wife,  Evelyn  Forster,  to 
the  United  States  of  America  for  the  calendar  year 
of  1949,  by  filing  and  causing  to  be  filed  with  the 
Collector  of  Internal  Revenue  for  the  Internal  Rev- 
enue Collection  District  of  Washington  at  Tacoma, 
a  false  and  fraudulent  joint  income  tax  return  for 
and  on  behalf  of  the  said  Hans  Forster  and  wife 
in  which  it  was  stated  that  their  net  income  for 
said  calendar  year  was  the  sum  of  $70,445.09,  and 
that  the  amount  of  tax  due  and  owing  thereon  was 
the  sum  of  $28,409.80,  whereas,  as  they  then  and 
there  well  knew,  the  net  income  of  the  said  Hans 
Forster  and  wife  for  said  calendar  year  was  the 
sum  of  $168,951.78,  upon  which  said  net  income 
there  was  owing  to  the  United  States  of  America 
an  income  tax  of  $94,077.72. 

'^All  in  violation  of  26  U.  S.  Code  145  (b)." 
Count  VI  of  the  Indictment  charges  that: 
"On  or  about  March  15,  1947,  at  Tacoma,  Wash- 
ington, Hans  Forster,  L.  Hicks  Taylor  and  Harold 
Erickson,  who  were  the  President,  Secretary,  and 
Office  Manager,  respectively,  of  the  Issaquah  [10] 
Creamery  Co.,  Incorporated,  a  corporation,  did 
willfully  and  knowingly  attempt  to  defeat  and  evade 
a  large  part  of  the  taxes  due  and  owing  by  said 
corporation  to  the  United  States  of  America  for 
the  calendar  year  1946,  by  filing  and  causing  to  be 
filed  with  the   Collector  of   Internal  Revenue   for 
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the  Internal  Revenue  Collection  District  of  Wash- 
ington at  Tacoma  a  false  and  fraudulent  tax 
return  wherein  they  alleged  that  the  net  income  of 
the  corporation  for  the  said  calendar  year  was  the 
sum  of  $33,839.68  and  that  the  total  amount  of  tax 
due  thereon  was  the  sum  of  $10,435.03,  whereas, 
as  they  then  and  there  well  knew,  the  net  income 
of  the  corporation  for  said  calendar  year  was  the 
sum  of  $90,866.03,  upon  which  net  income  the  cor- 
poration owed  to  the  United  States  of  America  a 
total  tax  of  $34,529.09. 

''All  in  violation  of  26  U.  S.  Code  145  (b)." 
Count  VII  of  the  Indictment  charges  that: 
"On  or  about  March  15,  1948,  at  Tacoma,  Wash- 
ington, Hans  Forster,  L.  Hicks  Taylor  and  Harold 
Erickson,  who  were  the  President,  Secretary,  and 
Office  Manager,  respectively,  of  the  Issaquah  Cream- 
ery Co.,  Incorporated,  a  corporation,  did  willfully 
and  knowingly  attempt  to  defeat  and  evade  a  large 
part  of  the  taxes  due  and  owing  by  said  corpora- 
tion [11]  to  the  United  States  of  America  for  the 
calendar  year  1947,  by  filing  and  causing  to  be  filed 
with  the  Collector  of  Internal  Revenue  for  the  In- 
ternal Revenue  Collection  of  Washington  at  Ta- 
coma a  false  and  fraudulent  tax  return  wherein 
they  alleged  that  the  net  income  of  the  corporation 
for  the  said  calendar  year  was  the  sum  of  $39,- 
272.93  and  that  the  total  amount  of  tax  due  thereon 
was  the  sum  of  $12,314.85,  whereas,  as  they  then 
and  there  well  knew,  the  net  income  of  the  corpor- 
ation for  said  calendar  year  was  the  sum  of  $89,- 
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993.95,  upon  which  net  income  the  corporation  owed 
to  the  United  States  of  America,  a  total  tax  of 
$34,197.70. 

''All  in  violation  of  26  U.  S.  Code  145  (b)." 
Count  VIII  of  the  Indictment  charges  that: 
"On  or  about  March  12,  1949,  at  Tacoma,  Wash- 
ington, Hans  Forster,  L.  Hicks  Taylor  and  Harold 
Erickson,  who  were  the  President,  Secretary,  and 
Office  Manager,  resx^ectively,  of  the  Issaquah  Cream- 
ery Co.,  Incorporated,  a  corporation,  did  willfully 
and  knowingly  attempt  to  defeat  and  evade  a  large 
part  of  the  taxes  due  and  owing  by  said  corpora- 
tion to  the  United  States  of  America  for  the  cal- 
endar year  1948,  by  filing  and  causing  to  be  filed 
with  the  Collector  of  Internal  Revenue  for  the  In- 
ternal Revenue  [12]  Collection  District  of  Wash- 
ington at  Tacoma  a  false  and  fraudulent  tax  return 
wherein  they  alleged  that  the  net  income  of  the 
corporation  for  the  said  calendar  year  was  the  sum 
of  $31,970.48  and  that  the  total  amount  of  tax  due 
thereon  was  the  sum  of  $9,444.36,  whereas,  as  they 
then  and  there  well  knew,  the  net  income  of  the 
corporation  for  said  calendar  year  was  the  sum  of 
$108,727.99,  upon  which  net  income  the  corporation 
owed  to  the  United  States  of  America  a  total  tax 
of  $41,316.64." 

Count  IX  of  the  Indictment  charges  that: 
"On  or  about  March  14,  1950,  at  Tacoma,  Wash- 
ington, Hans  Forster,  L.  Hicks  Taylor  and  Harold 
Erickson,  who  were  the  President,  Secretary,  and 
Office  Manager,  respectively,  of  the  Issaquah  Cream- 
ery Co.,  a  corporation,  did  willfully  and  knowingly 
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attempt  to  defeat  and  evade  a  large  ]part  of  the 
taxes  due  and  owing  by  said  corporation  to  the 
United  States  of  America  for  the  calendar  year 
1949,  by  filing  and  causing  to  be  filed  with  the  Col- 
lector of  Internal  Revenue  for  the  Internal  Rev- 
enue Collection  District  of  Washington  at  Tacoma, 
a  false  and  fraudulent  tax  return  wherein  they 
alleged  that  the  net  income  of  the  corporation  for 
the  said  calendar  year  was  the  sum  of  $49,725.48 
and  that  the  total  amount  of  [13]  tax  due  thereon 
was  the  sum  of  $18,854.51,  whereas,  as  they  then 
and  there  well  knew,  the  net  income  of  the  corpor- 
ation for  said  calendar  year  was  the  sum  of  $223,- 
236.59,  upon  which  net  income  the  corporation  owed 
to  the  United  States  of  America  a  total  tax  of 
$84,829.90." 

The  Government  in  making  an  opening  statement 
in  this  case  is  doing  so  in  the  hope  that  we  may  be 
helpful  in  indicating  to  you  some  of  the  matters  of 
proof  required  of  the  Government. 

Briefly,  this  is  a  tax  evasion  case  by  which  three 
Defendants,  Hans  Forster,  L.  Hicks  Taylor,  and 
Harold  Erickson  are  charged  as  principals. 

The  Government — the  Court  will  tell  you,  and 
we  affirm  and  Counsel  for  the  Defense  will  re- 
affirm that  the  opening  statement  is  not  in  any  way 
evidence  in  the  case.  It  is  the  chart  by  which  the 
Government  of  the  United  States,  through  its  duly 
appointed  officers,  bring  to  your  attention  a  claimed 
violation  of  law  and  sets  out  briefly  and  generally 
what  it  expects  to  prove.  Anything  which  may  be 
said  by  me  in  this  opening  statement  which  is  not 
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supported  by  the  evidence  later  introduced  should 
be  absolutely  disregarded  and  what  is  said  in  any 
opening  statement  by  the  Defense,  or  by  their  coun- 
sel in  their  respective  behalves,  is  not  evidence  of 
any  [14]  fact. 

The  Government  has  this  burden  of  proof  and 
to  this  we  will  direct  our  evidence. 

This  case  may  be  somewhat  longer  than  the  usual 
criminal  case  and  somewhat  more  complicated  for 
the  proper  presentation  of  the  case.  It  will  be  neces- 
sary that  a  large  number  of  checks,  bank  accounts, 
volumes  of  bookkeeping  records  and  statements  of 
the  parties  mil  be  introduced  and  from  which  quali- 
fied witnesses,  both  civil  servants  of  the  Govern- 
ment and  others,  will  make  compilations  and  obser- 
vations. Some  of  this  evidence  will  come  from  wit- 
nesses who  are  still  employed  under  the  direction 
of  Hans  Forster,  some  from  business  associates — 
employees  of  other  companies,  banks  and  invest- 
ment houses,  and  some  of  it  from  field  investiga- 
tions by  Government  employes. 

I  do  not  think  that  after  the  documents  are  iden- 
tified and  the  understatement  of  taxable  income 
proven  in  the  presentation  of  the  evidence  there 
will  be  any  serious  disagreement  between  the  Gov- 
ernment and  the  Defendants  as  to  the  fact  of  the 
understatement  of  income  and  the  consequent  un- 
derstatement of  tax. 

The  defense  of  this  matter  will  be,  to  use  [15] 
the  vernacular,  ''who  done  it?",  and  the  lack  of 
intent  on  the  part  of  the  several  defendants  to  avoid 
implication  in  tax   evasion.   This   will   be   evident 
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from  statements  made  by  each  of  the  Defendants 
to  Grovernment  witnesses  during  the  investigation 
and  while  no  one  contested  seriously  the  under- 
statement of  income  and  the  failure  to  pay  tax 
thereon,  each  Defendant  claims  that  one  or  an- 
other Defendant  caused  or  permitted  or  committed 
the  violation.  We  believe  that  the  evidence  will 
show  that  they  all  did  freely,  fully  and  fraudu- 
lently participate  and  while  we  believe  the  proof 
will  show  beyond  a  reasonable  doubt  that  taxes 
evaded  exceeded  several  hundred  thousands  of  dol- 
lars, it  will  be  for  you  to  decide  whether  one,  two, 
three  or  all  of  the  Defendants  acted  with  common 
purpose  and  intent  for  tax  evasion. 

For  a  proper  identification  on  the  part  played  by 
the  various  parties  in  an  outline  of  the  case,  the 
Government  expects  to  prove  that  Hans  Forster, 
now  approximately  fifty-odd  years  of  age,  was  a 
native  of  Switzerland.  He  received  an  early  educa- 
tion in  the  schools  of  his  country  and  there  served 
an  apprenticeship  in  the  art  of  cheese  making  and 
acquired  a  valuable  fund  of  knowledge  about  this 
food  product  and  this  art  enabled  him  in  1926  to 
become  [16]  associated  with  the  Issaquah  Cream- 
ery Co.,  a  corporation,  located  at  Issaquah,  Wash- 
ington, and  shortly  thereafter  to  become  the  sole 
owner  of  this  corporation.  From  this  business  he 
gradually  expanded  to  become  the  owner  and  man- 
ager of  other  businesses  related  to  the  milk,  cheese, 
cream,  ice  cream  and  dairy  businesses  such  as  the 
Alpine  Dairy,  the  Puyallup  Creamery  Company, 
the  Renton  Ice  and  Ice  Cream  Company,  Finstad 
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and.  Utgard,  Apex  Farms,  Arctic  Gardens,  and 
other  companies. 

We  will  show  by  the  evidence  that  he  was  an 
astute  and  keen  business  man  and  through  the  years, 
has  evidenced  the  tax  consciousness  that  goes  with 
the  problems  of  empire  and  that  he  was  thoroughly 
familiar  with  the  minutest  details  of  his  various 
businesses. 

We  will  further  show  that  he  served  and  took 
an  active  and  energetic  part  in  the  business  affairs 
of  his  community  and  as  a  bank  director  and  man- 
aging director  of  all  of  his  enterprises. 

In  fact,  we  believe  the  evidence  will  show  that 
the  payment  of  many  peculiarly  personal  items  of 
expense  and  investments  could  not  have  been  j)aid 
or  even  incurred  without  the  active  personal  knowl- 
edge of  Hans  Forster.  The  direction  of  the  book 
[17]  entries  had  to  come  from  him.  We  believe  the 
evidence  will  convince  you  that  the  evasion  could 
not  have  happened  without  his  knowledge,  his  di- 
rection, and  his  active  aid. 

The  next  Defendant  as  it  appears  in  the  Indict- 
ment is  Mr.  L.  Hicks  Taylor.  We  will  show  he  is 
approximately  sixty  years  of  age  and  a  native 
Washingtonian,  educated  in  the  Seattle  Public 
Schools  in  the  University  of  Washington  night 
school  and  a  graduate  accountant  and  from  La 
Salle  Extension  University.  In  the  course  of  his 
training  for  his  profession  he  served  in  the  office 
of  City  Treasurer  in  Seattle,  King  County  Audi- 
tor's Office,  and  was  employed  for  a  time  by  Price 
Waterhouse  and  Company,  a  nationally  known  firm 
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of  accountants.  In  1919  we  will  show  he  qualified  as 
a  licensed  public  accountant  and  thereafter  for 
over  thirty  years  prepared  income  tax  returns,  ex- 
amined them,  and  advised  clients  on  the  tax  conse- 
quences of  their  business  ventures. 

His  ability  has  been  recognized  by  his  accountant 
associates  by  election  to  the  State  Presidency  of 
the  Washington  State  Association  of  Licensed  Pub- 
lic Accountants.  We  will  show  that  he  was  asso- 
ciated with  the  Issaquah  Creamery  Company  as  an 
[18]  accountant  prior  to  Hans  Forster's  connection 
with  the  company.  We  believe  that  the  evidence 
will  develop  circumstantially  and  otherwise  that 
after  consultation  with  Hans  Forster  he  directed 
the  methods  to  be  followed  in  manipulating  the 
books  and  records  and  fully  cooperated  with  the 
evasion  scheme.  We  are  not  certain  the  evidence 
will  disclose  that  he  had  knowledge  of  everything 
that  was  done  in  regard  to  tax  evasion  but  we  will 
show  that  the  principal  and  circumstantial  matters 
— in  the  principal  and  substantial  matters  that  Mr. 
Taylor  was  a  stockholder  and  officer  of  these  cor- 
porations and  that  he  was  authorized  to  sign  the 
checks  on  most  of  the  accounts  and  attended  the 
corporate  meetings  and  conducted  the  arrangements 
and  generally  familiarized  himself  with  the  tax 
problems  resulting  therefrom.  We  think  the  evi- 
dence will  show  that  the  inspiration  and  reason 
for  the  tax  evasion  came  from  Hans  Forster  and 
that  the  evidence  will  show  that  L.  Hicks  Taylor 
master-minded  the  details  and  his  instructions  were 
willingly  and  knowingly  carried  out  by  another. 
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We  will  show  the  next  named  defendant  is  Ha- 
rold Erickson,  also  a  native  son  of  the  State  of 
Washington  and  after  graduation  from  high  school 
in  his  early  years  engaged  in  banking  and  by  his 
ability  [19]  established  himself  after  a  few  years 
as  the  cashier  of  the  Snoqualmie  State  Bank.  He 
left  this  bank  to  become  a  bookkeeper  and  office 
man  with  the  Washington  Cooperative  Farmers 
Association  and  in  1935  sometime  after  Hans  For- 
ster  and  L,  Hicks  Taylor  became  associated  he 
entered  the  employ  of  the  Issaquah  Creamery  Com- 
pany and  became  office  manager  of  the  company  in 
1936  and  thereafter  during  all  the  times  mentioned 
in  the  Indictment  was  primarily  responsible  for 
the  original  entries  in  the  books  and  records  of  the 
various  companies  of  Mr.  Forster.  The  evidence  will 
show  that  Harold  Erickson  fully  agreed  with  the 
program  originated  by  Forster  and  worked  out  by 
Taylor  and  further  the  evidence  will  show  that  the 
tax  evasion  could  not  have  been  attempted  or  com- 
pleted without  Erickson.  It  took  the  three  working 
in  unison  to  accomplish  the  plan. 

When  Erickson  became  associated  with  Mr.  For- 
ster we  will  show  he  had  ten  years  experience  in 
accounting  and  tax  matters  and  he  acknowledged 
some  of  the  returns  that  will  be  filed  as  exhibits  in 
this  case  as  a  notary  public.  He  made  entries  in 
the  books  which  were  false  and  it  will  be  shown 
that  in  '48  at  the  close  of  the  year,  according  to  his 
own  [20]  statement  at  the  direction  of  Mr.  Taylor 
he   arbitrarily  reduced   the   inventory   in   1948   by 
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a  relatively  small  sum  of  twenty-five  thousand 
dollars. 

We  believe  it  is  apparent  that  the  evidence  will 
show  that  Mr.  Forster  must  have  directed  the  alter- 
ation of  the  books.  We  do  not  claim  he  made  the 
actual  entries. 

It  will  be  further  shown  that  Hans  Forster  in 
1949  realizing  that  he  had  a  large  taxable  income 
directed  that  certain  adjustments  were  to  be  made 
and  ordered  the  adjustments  which  arbitrarily  re- 
duced the  income  of  the  corporation  by  the  sum 
of  approximately  eighty  thousand  dollars  so  as  to 
avoid  a  higher  income  tax  bracket  and  we  will  show 
that  Taylor  and  Erickson,  upon  direction  from 
Forster,  made  false  entries  to  accomplish  the  disap- 
pearance of  this  income. 

We  will  show  by  evidence  that  so  cleverly  manip- 
ulated were  the  books  that  a  national  firm  of  ac- 
countants employed  by  Mr.  Forster  and  without 
Mr.  Taylor's  assistance  were  unable  from  a  close 
review  of  the  books  to  ascertain  some  of  the  sources 
of  income  until  they  tried  to  reconcile  their  state- 
ments and  then,  and  then  only,  did  Mr.  Erickson 
admit  some  manipulation  had  been  present.  [21] 

It  is  the  Government's  intention  that  the  proof 
will  show  that  Mr.  Forster  is  the  person  who  sub- 
stantially profited  from  the  violation  and  that  Mr. 
Erickson  willingly  handled  hundreds  of  details  of 
the  violation  and  that  Mr.  Taylor  supervised  and 
arranged  the  formula  to  be  followed. 

We  will  show  that  each  of  them  were  aware  of 
the  tax  evasion.  The  evidence  we  believe  will  estab- 
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lish  that  each  Defendant  shifts  the  blame  to  the 
other,  one  saying  he  followed  a  system  that  just 
developed,  one  saying  that  his  troubles  were  caused 
by  an  inefficient  office  manager  and  a  careless  ac- 
countant, another  saying  that  he  had  no  knowledge 
of  the  secreting  that  occurred  in  Issaquah  and  that 
he  made  his  accounts  from  the  records  as  shown 
to  him.  But  one  thing  they  will  agree  on  is  that 
the  net  result  of  all  these  errors  were  beneficial  to 
Forster  and  not  to  the  Government. 

You  can,  if  you  hear  any  explanations,  give  to 
all  such  explanations  the  weight  they  deserve,  if 
any. 

The  Indictment  has  been  read  to  you  and  I  will 
again  summarize  those  allegations  and  relate  them 
to  the  proof. 

Briefly  stated.  Count  I  of  the  Indictment  [22] 
charges  that  the  1945  tax  return  of  Hans  Forster, 
filed  separately  from  his  wife's,  left  off  income  taxes 
of  $75,515  upon  which  he  should  have  paid  $62,- 
615.34  additional  taxes  because  in  that  year  his 
income  was  in  fact  $11,833.35  instead  of  $37,319.35 
as  reported  on  his  income 

Mr.  Griffin:  May  I  interrupt?  Did  you  read 
$62,000  there  instead  of  $81,000? 

Mr.  Moriarty:    $62,000.  $62,615.34. 

In  Count  II  it  is  charged  that  the  income  tax  re- 
turn for  1946  of  Hans  Forster,  again  filed  sepa- 
rately, was  understated  by  $39,490.67  and  a  conse- 
quent understatement  of  income  tax  in  the  amount 
of  $25,811.16,  because  in  that  year  his  income  was 
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in  fact  $62,842.87  instead  of  $22,352.20  as  reported 
on  his  return. 

On  Count  III  it  is  charged  that  the  income  on  his 

1947  sejDarate  return  of  Hans  Forster  was  under- 
stated by  $34,814.73  and  a  consequent  under-state- 
ment  of  income  tax  in  the  amount  of  $23,655.60  be- 
cause in  that  year  his  income  tax  was  in  fact  $67,- 
851.57  instead  of  the  $33,036.84  he  reported  on  his 
return. 

In  Count  IV  it  is  charged  that  the  income  on  the 

1948  return  of  Hans  Forster,  still  not  including 
[23]  Mrs.  Forster 's  income  but  separate,  was  un- 
derstated by  $57,584.71  and  a  consequent  under- 
statement of  income  tax  in  the  amount  of  $37,093. 
4  because  in  that  year  his  income  was  in  fact 
$82,827.57  instead  of  $25,242.86  as  reported  on  his 
return. 

On  Count  Y  Forster  filed  a  joint  return  with  his 
wife  and  the  Indictment  charges  that  for  the  year 

1949  their  income  was  understated  by  $98,506.69, 
and  the  income  tax  was  understated  by  $65,667.92, 
because  in  that  year  their  income  was  in  fact  $168,- 
951,78  instead  of  $70,445.09  as  reported  in  their 
return. 

Counts  VI  to  IX  involve  understatements  of  in- 
come tax  on  the  returns  of  the  Issaquah  Creamery 
Company,  Incorporated,  for  the  year  194.9  to  1949, 
inclusive. 

Count  VI  charges  understatement  of  income  to 
the  corporation  for  the  year  1946  in  the  amount  of 
$57,026.35  upon  which  additional  tax  is  the  amount 
of  $25,094.06  was  owed  because  in  that  year  the 
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corporation's  income  was  in  fact  $90,866.03  instead 
of  the  $33,839.68  as  reported  on  its  return. 

Count  VII  charges  an  understatement  of  income 
to  the  corporation  for  the  year  1947  in  the  amount 
of  $50,721.02  upon  which  an  additional  tax  in  [24] 
the  amount  of  $21,883.05  was  owed  because  in  that 
year  the  corporation's  income  was  in  fact  $89,- 
993.95  instead  of  $39,272.93  as  reported  in  the  re- 
turn. 

Count  VIII  charges  an  understatement  of  income 
to  the  corporation  for  the  year  1948  in  the  amount 
of  $76,757.51  upon  which  an  additional  tax  in  the 
amount  of  $31,872.28  was  owed  because  in  that  year 
the  corporation's  income  was  in  fact  $108,727.99 
instead  of  the  $31,970.48  as  reported  on  his  return. 

Count  IX  charges  an  understatement  of  income 
to  the  corporation  for  the  year  1949  in  the  amount 
of  $173,511.11  upon  which  additional  tax  in  the 
amount  of  $65,975.39  was  owed  because  in  that  year 
the  corporation's  income  was  in  fact  $223,236.59 
instead  of  the  $49,725.48  reported  on  its  return. 

The  Government  proposes  to  prove  additional  in- 
come and  evasion  of  tax  against  the  Defendants  in 
two  ways. 

One  method  will  be  proved  by  what  is  sometimes 
[25]  called  the  net  worth  method.  It  simply  means 
that  if  at  the  end  of  a  year  a  man  has  in  his  pos- 
session more  property  than  he  had  at  the  begin- 
ning of  the  year,  it  goes  without  saying  that  he 
accumulated  it  somehow  unless  he  received  it  by 
gift.  He  must  have  got  it  ]3y  earning  it  and  that 
was  his  income  for  that  year. 
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You  will  be  instructed  by  the  Court  concerning 
this  but  for  a  better  understanding  of  the  very 
nature  and  the  volimiinous  joroof,  we  can  generalize 
this  method  as  requiring  the  Government  to  XDrove 
first  a  source  of  income  to  the  Defendant,  secondly 
undisclosed  income  which  of  course  would  be  in 
excess  of  the  income  declared  by  the  Defendant, 
thirdly  that  arising  therefrom  there  is  an  actual 
tax  due  and  owing  the  United  States,  and  fourth 
that  this  tax  owing  resulted  from  a  willful  attempt 
to  defeat  and  evade  this  tax  by  the  Defendant. 

Let  not  the  statement  of  net  worth  be  confusing: 
Simply  stated  it  is  a  bookkeeping  name  for  a  sim- 
ple arithmetical  solution  or  compilation  of  a  man's 
income  during  the  year.  Net  worth  simply  means 
the  difference  between  a  man's  assets  and  his  debts 
at  any  given  time.  For  example,  net  worth  means 
this :  If  I  had  one  thousand  dollars  in  the  bank  [26] 
on  January  1st  of  this  year  and  on  December  31st 
of  this  year  I  had  three  thousand  dollars  in  the 
same  bank,  had  spent  one  thousand  dollars  for  liv- 
ing expenses,  I  must  have  had  an  income  of  three 
thousand  dollars  during  the  year — the  one  thousand 
dollars  I  had  at  the  beginning  of  the  year  is,  of 
course,  not  counted,  but  the  two  thousand  dollars 
and  the  one  thousand  dollars  spent  for  living  ex- 
penses make  up  three  thousand  dollars  and  that 
would  be  my  income  for  the  year. 

The  Government  is  authorized  by  law  to  use  this 
method  when  the  books  and  records  of  a  tax  payer 
or  tax  payers  are  found  to  be  inadequate  or  incor- 
rect. To  take  this  method  to  find  true  income,  and 
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this  is  what  we  propose  to  do  in  this  case,  it  simply 
means  that  the  Government  has  undertaken  to  pre- 
sent evidence  to  show  you  what  the  Defendants  were 
worth  at  the  beginning  of  the  year  and  what  he 
was  worth  at  the  end  of  the  year,  and  this  we  show 
— then  we  show — by  this  we  show  that  he  had  ac- 
cumulated income  during  the  year  and  if  it  follows 
his  income  was  not  truly  stated  he  did  not  pay  the 
proper  tax  to  the  Government  as  required  by  law. 

In  this  case  we  will  show  you  the  net  worth  of 
Hans  Forster  at  the  end  of  the  years  for  each  of^ 
the  years  1944,  '45,  '46,  '47,  1948  and  1949.  The  [27] 
increase  in  Forster's  net  worth  during  each  one  of 
these  years  is,  of  course,  arrived  at  by  substracting 
the  net  worth  at  the  beginning  of  the  instant  year 
from  the  net  worth  at  the  end  of  the  year.  After 
we  arrive  at  the  increase  in  net  worth  then  we  must 
make  a  few  extra  additional  subtractions  in  order 
to  reach  the  net  worth  figure.  First  of  all,  if  the 
tax  payer  received  a  gift,  that  would  be  subtracted. 
Then  we  would  add  to  net  worth  what  the  Defend- 
ant spent  for  living  expenses  and  what  he  paid  out 
for  income  taxes  because  he  had  paid  his  living 
expenses  and  taxes  during  the  year  and,  of  course, 
did  not  have  these  items  in  his  iDOSsession  at  the 
end  of  the  year,  for  the  reason  that  he  had  paid 
them  during  the  year. 

Now,  you  can  well  imagine  it  is  not  easy  to  com- 
pute the  net  worth  of  a  person  who  has  the  many 
resources  the  Defendant  Forster  and  his  company 
possessed.  The  Government,  however,  expects  the 
evidence  to  show  item  by  item  the  assets  and  liabil- 
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ities  which  make  up  his  net  worth  and  the  net  worth 
of  the  companies  at  the  end  of  each  of  the  years 
and  the  personal  expenditures  to  be  added  in  striv- 
ing at  the  taxable  income  for  each  year.  This  mil 
take  time  and  may  be  a  little  boring  but  it  is  nec- 
essary for  a  proper  understanding  of  the  facts.  [28] 
Your  close  attention  to  these  matters  is  earnestly 
solicited. 

The  Govermnent,  however,  mil  not  limit  its  proof 
of  income  to  the  use  of  the  net  worth  method.  By 
evidence  we  expect  to  show  specific  omissions  of 
taxable  income  from  all  books  and  records  of  the 
businesses  which  Forster  controlled  and  specific 
items  of  fraudulent  and  unjustified  deductions 
taken  on  the  books  of  these  businesses  and  conse- 
quently taken  into  the  income  of  Forster.  This  is 
what  is  called  specific  item  evidence.  It  serves  not 
only  the  purpose  of  computing  additional  income 
which  should  have  been  included  in  the  returns  of 
Forster  and  the  Issaquah  Creamery  Co.  but  in  addi- 
tion it  will  serve  to  show  you  the  deliberate  inten- 
tion of  Hans  Forster  and  his  two  co-Defendants 
and  associates  Taylor  and  Erickson  to  report  less 
income  to  the  United  States  and  to  pay  less  tax 
to  the  United  States  than  should  have  been  jiaid. 

To  highlight,  it  will  appear  from  the  evidence 
that  Forster's  accomits  by  his  own  independent  au- 
ditors were  at  least  three  hundred  thousand  dollars 
short  and  in  this  regard  I  wish  particularly  to  call 
to  your  attention  this  account  number  198  which 
is  the  number  of  the  savings  account  of  Hans  Fors- 
ter  [29]   in  the  Washington  State  Banlv  at  Issa- 
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qiiah.  Into  this  account  number  198  many  of  the 
items  of  tax  evasion  of  taxable  income  foimd  their 
way.  Four  checks  of  the  Casein  Comjiany,  a  divi- 
sion of  the  Borden's  Milk  Company,  totalling  $24,- 
480.76  were  deposited  in  account  number  198. 

You  will  further  find  that  the  personal  expendi- 
tures of  Mr.  Forster  were  charged  under  a  very 
interesting  designation  known  as  j^lant  expenses. 
This  plant  expense  was  carried  on  the  books  of  the 
Issaquah  Creamery  Comx^any  and  also  on  the  same 
books  under  other  misleading  designations.  Mr. 
Forster  got  the  benefit  of  these  i:)ersonal  expendi- 
tures by  the  Issaquah  Creamery  Company  paid  the 
bill  and,  of  course,  took  the  expenditures  as  a  tax 
deduction  and  paid  less  tax. 

When  Mr.  Forster  had  a  dog  trained  for  hunt- 
ing this  was  charged  to  plant  expense.  We  will 
show  that  when  Mr.  Forster  purchased  stocks  and 
bonds  this  was  also  charged  to  plant  expenses.  When 
Mr.  Forster  bought  a  television  set  for  his  home, 
that  was  also  charged  to  plant  expenses.  When  Mr. 
Forster  purchased  clothing  and  had  them  dry 
cleaned  this  was  charged  to  x^lant  expenses.  When 
Mr.  Forster  made  a  trip  to  Europe  with  his  daugh- 
ters [30]  this  was  charged  to  plant  expense.  When 
he  purchased  rugs  for  his  home,  this  was  charged 
as  plant  expense,  all  on  the  books  of  the  Issaquah 
Creamery  Company  as  company  expenditures.  Now, 
when  he  came  to  paying  for  the  reception  following 
his  daughter's  wedding,  this  was  charged  to  adver- 
tising expense,  and  when  he  had  traveller's  checks 
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issued  in  one  instance  it  was  charged  to  supplies 
and  in  another  instance  to  advertising. 

He  built  a  farm — a  barn  on  his  private  farm  and 
he  charged  it  to  plant  expense.  You  will  find  out- 
board motors  charged  to  plant  expense  and  repay- 
ments paid  by  the  Time  Oil  Company  in  cash  were 
not  even  carried  through  the  books  but  found  their 
way  into  this  account  number  198.  Account  number 
198  in  the  Washington  State  Bank  we  will  show 
received  much  attention  from  Mr.  Forster.  We  will 
show  that  interest  that  was  paid  to  him,  the  rent 
of  his  farm  that  a  tenant  paid  to  him,  are  not  re- 
ported together  with  unreported  director's  fees  as 
a  director  of  the  Washington  State  Bank  and  fi- 
nally it  will  appear  from  the  evidence  that  Hans 
Forster  purchased  a  Cadillac  automobile  for  the 
personal  use  of  his  wife  and  charged  it  to  truck 
expense  for  the  Alpine  Dairy.  [31] 

I  am  not  proposing  in  the  opening  statement  to 
itemize  the  items  that  will  appear  from  the  evi- 
dence but  I  would  humbly  ask  you  to  approach  each 
piece  of  evidence  that  the  Government  will  place 
before  you  with  an  open  mind  unbiased  by  any 
observations  that  I  have  made  and  I  promise  that 
at  the  end  of  all  the  evidence  you  will  see  clearly 
that  Hans  Forster  and  the  other  Defendants  and 
the  Issaquah  Creamery  Company  had  a  great  deal 
more  income  and  owed  a  great  deal  more  income 
taxes  than  was  paid  out  in  the  income  tax  returns 
filed  with  the  Internal  Revenue   Service. 

I  wish  only  to  remind  you  jurors  that  you  do 
not  sit  here  as  legislators.  Whether  the  law  be  harsh 
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or  just  or  whatever  punishment  follows  a  violation 
of  the  law  is  of  no  concern  of  yours  or  mine.  You 
are  a  panel  to  find  the  facts.  It  is  your  duty  to 
listen  to  the  evidence  and  collect  your  information 
from  the  witnesses  and  the  documents  and  resolve 
the  disputes  from  the  testimony  and  find  your  ver- 
dict on  the  facts  of  which  you  are  the  constitutional 
judges.  You  sit  here  under  the  law  of  our  Country. 
You  have  solemnly  sworn  that  you  are  competent 
to  decide  this  case  without  prejudice  and  sympathy 
and  determine  the  guilt  or  innocence  of  the  Defend- 
ant. No  one,  great  though  he  may  be,  can  exercise 
a  higher  function  than  yours.  It  should  be  [32]  dis- 
charged under  the  instructions  of  the  Court  and  a 
verdict  rendered  as  you  under  your  oath  find  the 
facts  so  to  be. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  Avill  now  take  the  mid-morning  recess.  The 
Court  at  this  time  cautions  you  again  that  you  are 
not  to  discuss  among  yourselves  or  with  anyone  any 
matters  that  may  relate  to  the  merits  of  this  cause 
and  you  are  not  to  form  or  express  any  opinions 
in  regard  to  the  merits  of  this  cause  until  the  case 
is  finally  submitted  to  you  for  your  verdict. 

You  may  now  be  excused  for  the  recess  and  the 
Court  will  remain  in  session  while  you  leave. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

The  Court:  Court  will  be  in  recess  for  fifteen 
minutes. 

(Whereupon,  at  10:51  o'clock,  a.m.,  a  recess 
was  had  until  11:05  o'clock,  a.m.,  January  29, 
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1954,  at  which  time,  Counsel  and  Defendants 
heretofore  noted  being  present,  the  following 
proceedings  were  had,  to-wit:) 

The  Court:  You  may  call  the  Jury.  Who  will 
make  the  first  opening  statement  for  the  Defend- 
ants? [33] 

Mr.  Griffm:    I  will,  if  the  Court  please. 

The  Court :  Will  you  be  able  to  conclude  by  noon 
do  you  believe,  or  not  I 

Mr.  Griffin:  I  am  not  certain.  I  will  try.  I 
hope  to. 

The  Court:  Would  you  like  to  continue  on  and 
finish? 

Mr.  Griffin:    Yes,  but  I  think  I  mil. 

The  Court:  And  if  it  takes  an  additional  five 
minutes,  we  will  proceed,  and  if  you  wish  to  termi- 
nate and  continue  after  lunch,  if  you  will  indi- 
cate it. 

Mr.  Griffin :     Very  well. 

(Whereupon,  the  Jury  was  returned  to  the 
court  room.) 

The  Court:  You  may  be  seated.  It  is  stipulated 
that  the  Jury  and  all  Defendants  are  present  in 
the  court  room? 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Le  Sourd:    Yes,  your  Honor. 

Mr.  Moriarty:     It  is  so  stipulated. 

The  Court:     Mr.  Griffin? 

Mr.  Griffin:     If  the  Court  please. 

The  Court:     Mr.  Griffin? 

Mr.  Griffin:    Counsel  and  Ladies  and  Gentlemen 
[34]  of  the  Jury: 
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Mr.  Kachlein,  Mr.  Brody  and  myself  represent 
the  Defendant  Hans  Forster. 

Perhaps  it  is  not  often  in  a  criminal  case  that 
the  defense  makes  an  opening  statement  before  the 
trial  conmiences. 

More  often,  that  statement  is  withheld  until  the 
defense  learns  what  the  Government's  proof  is. 

In  this  instance,  we  have  determined  and  I  under- 
stand all  coimsel  have  determined  to  make  the 
opening  statement  now. 

From  the  standpoint  of  the  defendant  Forster, 
so  that  you  will  know  there  is  a  defense  in  this  case 
insofar  as  he  is  concerned,  and  what  that  defense 
is  and  also  so  that  we  may,  if  we  can,  be  helpful 
to  you  as  Jurors  in  knowing  what  the  facts  of  the, 
case  are  and  what  the  issues  are,  because  in  the 
ultimate  analysis  defendants  one,  two  and  three, 
either  all  or  one  separately,  or  none,  may  be  guilty, 
you  may  more  readily  understand  the  position  of 
each,  and  I  would  like  to  ])e  as  helpful  as  I  trust 
I  wdll  be  in  just  a  moment  in  the  matter  of  proof. 

There  has  been  read  to  you  nine  counts  of  this 
Indictment  by  the  Government.  I  used  the  term 
"Government".  We  are  all  the  Government.  Nine 
counts  [35]  of  this  Indictment,  repetition  after  rep- 
etition, figure  after  figure,  and  at  this  point,  even 
you  might  be  curious  as  to  what  actually  is  charged 
as  to  amounts.  They  are  important. 

Actually,  in  all  these  figures  that  have  been  read 
to  you,  the  Government  charges  understatement  of 
income  tax  of  $355,678.42. 

It  is  just  as  simple  as  that. 
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And,  it  is  just  as  simple,  as  far  as  the  Defendant 
Forster  is  concerned,  that  there  is  that  much  tax 
due,  or  more,  because  of  the  understatement  of 
income  and  the  way  the  various  books  were  han- 
dled, and,  as  far  as  the  Defendant  Forster  is  con- 
cerned, this  case  could  be  tried  in  two  days. 

Now,  here  is  what  happened,  as  the  evidence  vill 
develop,  and  you  will  be  called  upon  in  the  final 
analysis  to  determine  only  one  question — ^the  matter 
of  intent  to  wilfully  evade  and  defraud. 

Mr.  Moriarty  suggested  he  would  use  the  vernac- 
ular of  "Who  done  itf  It  is  not  only  ''Who  done 
itf  but  "How  was  it  done,  and  whyf 

Now,  in  this  case,  again  using  the  vernacular  and 
it  is  a  beautiful  place  for  the  prosecution  to  be  sit- 
ting, you  will  find  each  defendant  knifing  the  other 
on  the  "Who  done  itf  [36] 

But,  as  I  have  suggested,  we  will  never  get  away 
from  the  Court's  instructions,  and  when  you  an- 
alyze it,  I  think  it  will  be  a  matter  of  intent  under 
all  the  facts  insofar  as  we  represent  the  Defendant 
Forster. 

No,  there  is  no  dispute  upon  the  material  facts 
in  this  case  on  what  was  done.  As  to  the  conclu- 
sions to  be  drawn  from  it, — that  the  Government 
describes  that  there  was  a  scheme,  the  particular 
term  would  be  a  conspiracy,  but  a  plan  to  defraud 
— that  we  will  establish  is  utterly  without  fact,  and 
I  believe  that  each  defendant  will  so  affirm,  irre- 
spective of  the  vicious  conflict  of  interest  between 
the  defendants  in  this  case,  and  on  the  matter  of 
intent,  it  becomes  important  then  to  know  what  the 
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Defendant  Hans  Forster  knew  about  books  and 
bookkeeping  or  auditing  and  what  his  relationship 
was  with  the  Defendant  Hicks  Taylor  who — as  the 
Government  has  suggested  to  you — was  even  so 
highly  regarded  in  his  profession  that  he  was  Presi- 
dent of  his  Association. 

The  Grovernment  has  suggested  that  they  will 
prove  who  Hans  Forster  was,  and  we  are  not  only 
going  to  prove  who  and  what  he  was,  but  what  he 
is,  and  our  proof  will  show  and  it  is  important  upon 
this  matter  of  intent,  his  education  and  his  back- 
ground and  what  happened  so  [37]  far  as  his 
knowledge  is  concerned,  after  this  investigation  by 
the  Government,  and  even  before  the  Indictment. 

Hans  Forster,  the  evidence  will  show,  was  born 
in  Switzerland  on  March  4,  1904,  and  during  the 
course  of  this  trial,  and  in  all  likelihood,  will  attain 
the  age  now  of  fifty  years. 

His  family  consisted  of  two  older  brothers  and 
his  father  and  his  mother. 

What  was  his  education?  The  evidence  will  show 
that  he  had  what  in  this  Country  would  be  nine 
years'  education.  That  is,  six  years  of  grade  school 
and  three  years  of  Junior  High.  This  is  the  full 
extent  of  his  education. 

The  evidence  will  show  that  as  far  as  the  indi- 
vidual is  concerned,  talk  about  accounting,  or  l^ook- 
keeping,  or  things  of  that  kind,  he  knew  absolutely 
nothing.  You  are  dealing,  so  far  as  those  things 
are  concerned,  with  the  mind  of  a  sixteen  year  old 
with  that  education.    He  completed  that  education 
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in  1919,  actually  at  the  age  of  fifteen  years,  and  not 
sixteen. 

He  was  employed  by  his  father  in  the  dairy  busi- 
ness in  Switzerland.  That  was  his  family's  business 
or  trade,  which  is  not  unusual  in  Switzerland,  and 
in  1921,  Mr.  Forster — I  will  half  the  time  be  say- 
ing Foster,  if  it  please  the  Court — Mr.  Forster  [38] 
was  apprenticed  out  to  an  apprenticeship  to  learn 
the  cheesemaking  business.  That  is  the  way  they 
handle  those  matters  over  there.  We  don't  have 
apprenticeships  here  so  much,  as  you  may  know, 
and  he  was  instructed  and  learned  the  cheesemaking 
business,  but  at  no  time,  either  in  working  for  his 
father,  or  his  apprenticeship,  did  he  have  anything 
to  do  with  any  financial  matters  v/hatsoever,  and 
at  the  end  of  this  apprenticeship,  he  took  an  exami- 
nation and  he  was — he  became  qualified  as  to  what 
they  called  a  journeyman  cheesemaker.  That  was 
in  1923.  As  such,  he  became  supervisor  of  a  cheese 
factory  in  Switzerland,  and  he  had  one  employee 
and  there  wasn't  any  financial  bookkeeping  in  that 
connection  in  Switzerland — in  1923,  December,  and 
then  January  of  1924,  when  he  would  then  be  about 
eighteen  years  of  age,  he  emigrated  to  Canada,  in- 
tending to  come  to  the  United  States  under  the 
quota.  Treaty  Quota.  He  couldn't  come  directly.. 
He  had  to  con:ie  through  Canada,  and  he  had  an 
uncle,  I  believe,  in  Canada,  and  when  he  came,  or 
left  Switzerland,  his  father  gave  him  ten  thousand 
francs.  You  may  knov/  vvhat  that  would  be  worth 
today,  but  at  that  time,  they  v^ore  v^orth  twenty-five 
hundred  dollars. 
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He  could  not  talk  English,  and  in  Calgary,  he  at- 
tended night  classes  in  English  to  learn  the  lan- 
guage. [39]  He  speaks  well,  but  with  an  accent  now. 
He  went  to  work  up  there  for  Pete  Burns  and  Com- 
pany, w^hich,  as  you  may  know,  is  one  of  the  large 
meat  packing  concerns  but  in  grading  particularly 
cheese  for  them.  I  think  he  had  to  remain  there  for 
a  certain  length  of  time  under  the  Treaty  situation 
before  entering  the  United  States. 

He  came  to  the  United  States  in  the  spring  of 
1924,  and  he  had  a  brother-in-law  in  Idaho  by  the 
name  of  Reugger,  and  he  had  served  his  ai:>pren- 
ticeship  originally  with  Reugger,  so  Reugger  had  a 
little  cheese  factory  in  Idaho  and  Mr.  Forster 
worked  there  for  22  months  while  he  was  waiting 
for  the  papers  to  clear  so  that  he  could  legally  enter 
the  United  States.  He  worked  there  also  with  Er- 
nest Andres,  who  intended  to  come  to  the  State  of 
Washington,  and  open  a  cheese  factory. 

The  evidence  will  show  that  there  was  some  cor- 
respondence, and  it  was  learned  that  there  was  an 
opening  at  Issaquah  in  this  County  and  Andres 
determined  to  go  into  that  business  there. 

Forster  came  into  the  United  States  and  out  to 
Issaquah  in  the  spring  of  1925,  and  helped  in  the 
construction  of  a  cheese  factory  on  a  site  which 
later  became — there  are  new  structures  entirely  ex- 
cept for  [40]  one  wall — the  Issaquah  Creamery. 

I  am  wrong  about  that.  He  did  construct  that 
cheese  factory,  and  we  will  reach  a  fire  pretty  soon 
and  the  factory  burned. 

This  now  is  in  1925  that  we  first  find  the  defend- 
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ant  at  Issaquah,  and  there  he  milked  cows  for  his 
room  and  board.    His  factory  opened  on  May  1, 

1925.  Forster  had  charge  of  it,  and  had  one  boy 
assisting  him — nothing  to  do  with  books  or  any- 
thing of  that  kind. 

Andres  was  in  full  charge  of  the  finances.  For- 
ster knew  nothing  about  such  things. 

Out  of  this  original  twenty-five — ten  thousand 
francs  or  twenty-five  hiuidred  dollars,  Forster  had 
loaned  Andres — however  you  pronounce  that  name 
— twelve  hundred  dollars  to  help  his  purchase,  or 
of  the  building  of  the  cheese  factory,  at  Issaquah. 

Andres  got  into  financial  difficulties,  and  Forster 
obtained  two  thousand  dollars  from  his  father  in 
Switzerland  and  took  over  the  assets  of  that  cheese 
factory  as  sole  proprietor. 

You  can  figure  net  worth  beginning  then,  if  you 
want  to. 

The  matter  was  handled  directly  by  Forster  with 
no  laAvyers  or  accountants  or  anything  in  the  pur- 
chase, and  [41]  he  operated  until  December,  1926, 
when  that  cheese  factory  was  destroyed  by  fire. 

Forster  obtained  a  position  out  there  in  Issaquah 
washing  milk  cans  to  make  a  living,  and  to  support 
his  wife,  whom  he  had  married  in  1926,  an  Evelyn 
Totten,  who  was  the  daughter  of  a  farmer  out 
there.    She  had  never  had  employment. 

So,  we  have  now  reached,  the  evidence  will  show, 

1926,  and  the  cheese  factory  has  been  destroyed,  and 
Forster  has  nothing,  and  he  became  a  can  washer 
at  the  Issaquah  Creamery. 

At  that  time,  the  Issaquah  Creamery  was  oper- 
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ated  by  Clark  Nettleton,  former  publisher  of  the 
Post-Intelligencer  here  in  Seattle. 

Nettleton  suggested  to  Forster  that  if  Nettleton 
would  finance  the  opening  of  a  cheese  division  in 
the  Issaquah  Creamery, — they  didn't  make  cheese — 
could  Forster  make  cheese  ?  Of  course,  Forster  said 
that  he  could,  and  Nettleton  agreed  to  pay  Forster 
with  his  own  cheese.  You  see,  it  was  a  side  product 
of  the  Creamery. 

Forster  purchased  the  equipment — the  cheese- 
making  equipment — on  a  conditional  sales  contract, 
one  thousand  dollars  down  payment,  and  that  was 
very  close  to  the  limit  of  his  resources,  and  now, 
we  are  in  [42]  192(3  or  1927,  because  he  didn't  start 
the  manufacture  of  cheese  until  the  spring  of  1928, 
and  that  cheese  was  about  a  six  hundred  pound 
product  per  day. 

Forster  kept  no  books.  It  wasn't  necessary.  He 
didn't  know  how  at  that  time,  and  had  nothing  to 
do  with  the  bookkeeping  end  of  it.  And  it  wasn't 
an  oi)eration  that  required  any  such  thing. 

In  1929,  and  he  would  be  about  25  years  old 
then,  I  believe  the  evidence  will  show,  Forster 
acquired  one-half  interest  in  the  Issaquah  Cream- 
ery. That  is,  Nettleton 's  corporation.  The  evidence 
will  show  that  a  man  by  the  name  of  Peters  had 
acquired  the  Nettleton  stock.  Peters  was  the  banker 
in  the  little  State  Bank  at  Issaquah,  and  had  ac- 
quired Nettleton 's  stock  in  that  corporation. 

Forster  was  operating  the  cheese  end  of  it,  and 
he  jnirchased  one-half  of  the  stock  and  Forster  was 
half  owner  in  the  mnchinery  and  equipment  in  the 
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enterprise,  and  even  certain  obligations,  and  taking 
a  salary  of  $150  a  month. 

There  wasn't  any  lawyer  that  handled  this  tran- 
saction, so  far  as  Forster  was  concerned,  but,  as  of 
that  time,  Nettleton  had  employed  L.  Hicks  Taylor 
as  his  accountant,  and  that  is  where  Mr.  Forster 
first  met  Mr.  Taylor,  as  accountant  for  the  Issa- 
quah  Creamery  because  [43]  Mr.  Taylor  was  han- 
dling the  Issaquah  books,  and  Nettleton's  accounts, 
and  also  a  member  of,  apparently  the  evidence  will 
show,  in  handling  the  auditing  account  of  Overlake 
Golf  Club.  Mr.  Forster  wasn't  playing  golf,  but 
that  was  one  of  his  accounts,  and  he  was  also  a 
friend  of  Mr.  Peters,  and  Taylor  at  that  time  was 
an  accountant  of  good  reputation,  later,  as  Mr. 
Moriarty  said,  to  become  the  head  and  president  of 
Accounting  Association  of  his  group  in  the  State  of 
Washington. 

So  that  is  where  Mr.  Forster  became  acquainted 
with  Mr.  Taylor,  although  he  had  no  part  originally 
in  his  employment  of  Taylor  as  auditor  at  all. 

There  were  two  bookkeepers  in  the  Issaquah 
Creamery  at  the  time  that  Forster  bought  his  half 
interest.  One  was  Alice  Neukirchen,  who  was  later 
succeeded  by  her  sister,  Caroline,  and  in  1935,  Har- 
old Erickson,  the  defendant,  was  employed. 

The  Issaquah — no,  the  Snoqualmie  Bank — Sno- 
qualmie  State  Bank,  I  believe  it  was,  with  which 
Peters  was  connected — he  was  the  one  who  sold  this 
half  interest  of  stock  to  Mr.  Forster — that  Bank 
became  insolvent  in  1930,  and  that  Bank's  share  of 
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stock,  or  Peters'  share  of  stock,  was  transferred  to 
the  Peoples  National  Bank. 

Mr.  Forster  had  theretofore  obtained  an  option 
to  [44]  purchase  the  remaining  stock  of  the  Issa- 
qiiah  Creamery,  which  was  a  very  small  operation, 
and  in  1930,  he  became  the  owner  of  all  the  shares 
of  stock  in  that  company. 

And,  in  1932,  the  Defendant  Taylor  was  elected 
a  director  and  secretary  of  the  company. 

Of  course,  he  had  succeeded  as  auditor,  just  by 
the  natural  course  of  events  of  having  been  the 
auditor  representing  Clark  Nettleton  when  he 
owned  all  the  stock  of  the  Creamery. 

Forster  was  a  cheese-maker.  He  was  not  familiar 
w^ith  the  Creamery  operation  as  such  to  begin  with 
and  never  with  what  later  became  the  Ice  Cream 
Departments,  and  all  of  those  things. 

So,  we  begin  then  about  in  the  Depression  days 
of  1930,  and  1932,  finding  Forster  indebted  on  the 
purchase  of  equipment,  but  in  the  small  Creamery 
at  Issaquah  which  becomes  the  large  operation 
through  know-how  and  ability  of  this  man  that  it 
became  until  the  second  crash. 

The  first  time  that  Forster  started  to  work  with 
what  in  his  trade  is  the  fresh  milk  business  was  in 
1931,  and  then  in  the  next  three  or  four  years, 
expansion  began,  with  other  concerns,  perhaps,  go- 
ing out  of  business  due  to  the  depression,  and  For- 
ster being  able  to  go  ahead.  [45] 

Now,  the  books  during  this  period  of  time  were 
audited  by  Hicks  Taylor,  and  the  evidence  will  show 
that  he  made  in  these  early  years  of  1933  and  1934 
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very  competent  audits,  and  that  he  reconciled  the 
books  and  records  and  the  bank  accounts,  and  that 
he  was  capable  of  so  doing. 

The  evidence  will  so  show  that  in  these  years,  and 
succeeding  years,  Taylor's  reputation  was  good,  and 
he  had  large  accounts,  but  as  this  expansion  began 
overtaking  other  corporations,  purchasing  them,  or 
incoriDorating  other  corporations  for  various  ends 
of  the  business — and  I  am  not  going  into  detail  with 
that  except  Alpine  Dairy  only — Taylor  was  the  ad- 
viser of  Forster  on  whether  to  form  a  corporation 
— I  can  prepare  a  note — you  don't  need  a  lawyer — 
I  can  incorporate  them  myself — and  did — and  ad- 
vised him  as  to  the  financial  end  of  it,  and  as  time 
went  on,  Forster 's  and  Taylor's  relationship  was 
simply  this:  that  as  far  as  Forster  was  concerned, 
he  paid  no  attention  to  the  books  and  bookkeeping 
at  all,  and  wouldn't  have  known  anything  about  it 
if  he  had.  He  depended  entirely  upon  Taylor,  and 
his  professional  ability  in  everything  that  he  did, 
and  in  every  investment  that  he  made,  and  Taylor 
w^as  the  secretary-treasurer  of  practically  every  cor- 
poration that  Forster  had  with  the  duty  of  keeping 
the  accounts,  credit,  and  keeping  the  [46]  minutes, 
and  as  we  reach  a  stage  later,  I  will  tell  you  now 
that  for  a  period  of  ten  years,  we  find  that  as  secre- 
tary, he  didn't  keep  a  single  minute  of  the  books 
for  all  practical  purposes  even  of  the  Issaquah 
Creamery. 

Forster  was  busy  on  the  outside  in  these  enter- 
prises. He  never  saw  an  income  tax  statement  ex- 
cept PS  it  was  presented  to  him  for  signature.  Gen- 
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erally,  at  the  last  minute,  for  the  return,  and  often 
with  Taylor  having  obtained,  as  he  had  a  perfect 
right  to  do,  an  extension  for  filing.  He  signed  his 
name,  Mr.  Forster  signed  his  name,  and  that  was 
;ill  there  was  to  it,  and  he  assumed  the  returns  were 
correct,  and  notwithstanding  this  amount  of  money 
du'  during  these  years,  Forster,  who  as  this  evi- 
dence shows  and  as  I  have  told  you,  landed  in  Issa- 
quah,  and  in  a  situation  of  washing  milk  cans,  he 
and  his  corporation  paid  the  Government  of  the 
United  States  in  income  tax  three  hvmdred  seventy- 
five  thousand  dollars,  and  Forster  thought,  as  the 
evidence  will  show,  that  he  Avas  paying  his  income 
tax,  and  didn't  know  that  he  wasn't — paying  that 
amount  of  money. 

Then,  there  began  and  was  organized,  or,  rather, 
put  it  this  way:  the  evidence  will  show  that  Taylor 
determined  that  Alpine  Dairy,  which  had  been  op- 
erated in  Seattle  as  a  subsidiary  of  Issaquah 
Creamery,  should  become  [47]  a  separate  operation, 
doubtless  for  tax  purposes.  Forster  doesn't  know. 
In  any  event,  he  had  Forster  separate  Alpine  Dairy 
from  Issaquah,  and  inasmuch  as  that  transaction 
involved  at  least  one  hundred  thousand  dollars, 
Taylor  employed  for  Forster  a  firm  of  attorneys  to 
do  that  legal  work  in  that  connection.  Taylor  han- 
dled the  details. 

Alpine  Dairy  became  the  personal  property  of 
Forster,  and  out  of  the  corporation  but  under  Tay- 
lor's bookkeeping  set-up  and  Alpine  Dairy  is  in 
Seattle  and  Issaquah  Creamery  is  in  Issaquah. 

While  the  immediate  records  were  kept  in  Seat- 
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tie  of  sales,  they  all  went  to  the — out  to  Issaquah 
to  the  bookkeeping  department  there,  and  I  think 
the  evidence  will  show  that  there  is  where  the  great 
confusion  came. 

Checks  were  issued,  not  at  Alpine,  but  at  Issa- 
quah, and  as  the  thing  went  on,  and  the  business 
expanded,  unless  Taylor  advised  the  bookkeeping 
department,  it  wouldn't  know  whether  to  charge 
certain  accounts  to  Issaquah  or  to  Alpine,  with 
credit  to  Issaquah,  or  with  credit  to  Alpine,  or 
where.  In  any  event,  and  I  will  reach  it,  there  is 
the  muddled  bookkeeping  shortly. 

Forster  is  simply,  all  this  time,  on  the  outside 
attending  to  the  business  end  of  the  concern  [48] 
and  employing  what  he  thinks  is  a  very  qualified 
bookkeeping  and  auditing  organization. 

The  evidence  will  show  that  on  occasion,  people 
sought  employment  in  the  bookkeeping  department. 
Mr.  Forster  would  send  them  to  Taylor,  and  Tay- 
lor would  say,  "We  don't  need  any  more,  we  have 
enough." 

During  this  time,  Taylor  advertised  himself  now, 
not  only  as  a  licensed  public  accountant,  but  as  an 
adviser,  financial  adviser  and  'financial  consultant, 
which  he  was. 

He  handled  the  matters  of  Forster  in  the  pur- 
chase of  real  estate,  in  the  matter  of  insurance,  in 
the  matter  of  setting  up  licenses  for  Forster,  and 
Forster  didn't  have  lawyers.  He  had  Taylor,  and 
the  relationship  between  them  was  very  close,  and 
the  evidence  will  shov/  that  7/0TI  couldn't  have  con- 
vinced Forster  dinin^:  IIiop^  davs  that  Tavlor  was 
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not  the  best  accountant  in  the  State  of  Washing- 
ton, and  perhaps  anywhere  outside  of  Switzerland. 
He  had  so  much  faith  and  confidence.  More  than 
that,  on  two  trips  Mr.  Forster  made  to  Switzerland, 
he  gave  power  of  attorney  to  Taylor.  That  means 
to  act  in  my  stead,  and  sign  my  name,  and  do  this 
and  do  that. 

The  evidence  will  show  from  the  banks  that  they 
relied  ux)on  Taylor's  re]3resentations  as  to  Forster 's 
financial  situation  in  making  personal  loans,  [49] 
and  large  sums  of  money  to  Mr.  Forster. 

Mr,  Taylor  introduced  Mr.  Forster  to  the  invest- 
ment houses  through  which  Mr.  Forster  made  his 
investments. 

Other  businesses  are  acquired,  and  some  disposed 
of  during  these  years  now  from  19 — let  us  say  from 
1940  to  1950  because  with  the  war,  there  was  the 
usual  expansion  of  business  and  trade  that  brought 
this  little  one  thousand  dollars  on  a  purchase  into 
a  three  or  four  million  dollar  operation. 

It  may  have  been  too  big  for  Mr.  Taylor.  That 
will  be  a  matter  for  you  to  determine  on  the  matter 
of  intent.  It  may  have  been  something  else.  In 
any  event,  in  1950,  Mr.  Taylor  left  this  vicinity  and 
Mr.  Forster  was  in  a  situation  of  getting  another 
auditor,  but  upon  Mr.  Taylor's  leaving,  the  evidence 
will  show,  the  Internal  Revenue  Deioartment  began 
investigating  his  accounts.  By  that,  I  mean  of 
people  for  whom  he  acted  as  auditor,  and  the  For- 
ster enterprises — we  will  refer  to  them  as  that  now, 
because  there  w^ere  several  corporations — being  one 
of  the  larger  accounts  and  Mr.  Forster  employed 
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the  firm  of  Bogle,  Bogle  and  Gates  as  Ms  attorneys. 
He  didn't  know  where  to  turn,  and  it  was  realized 
while  Mr.  Taylor  before  leaving  had  told  Mr.  For- 
ster that  his  books  and  records  were  in  xoerfect 
shape,  all  of  these,  they  should  [50]  employ  a  recog- 
nized national  firm  of  certified  public  accountants 
and  the  evidence  will  show  they  paid  that  firm 
over  seventy  thousand  dollars  to  determine  the 
status  of  the  books,  and  to  ascertain  and  find  out 
whether  and  in  what  amount  of  income  taxes  were 
due  the  Government  of  the  United  States. 

This  firm  went  in  and  found  the  mess  that  Mr. 
Gorans,  who  personally  handled  the  matter,  will 
testify  about  on  the  witness  stand.  Nothing  con- 
cealed, mind  you,  as  the  evidence  will  shov/,  but 
plain  and  open  when  you  could  run  it  down,  but 
an  utter  lack  of  bookkeeping  in  which  there  had 
been  no  reconciliation  over  the  past — over  this 
whole  period  involved  here  between  bank  accounts 
and  books,  the  journals  or  the  ledgers,  in  these  vari- 
ous corporations. 

There  wasn't,  the  evidence  will  show,  a  single 
financial  matter  that  Mr.  Forster  had  that  Taylor 
didn't  have  the  eminent  knowledge  of. 

Reference  is  made,  and  it  is  a  very  important 
matter  in  this  situation,  of  his  bank  account  198 
referred  to  by  Mr.  Moriarty.  Mr.  Forster  had  a 
drawing  account  with  the  Issaquah  Creamery. 
Items  that  should  have  been  charged  against  him, 
it  developed,  were  not  charged.  Mr.  Erickson  was 
taking  his  orders  from  Taylor  on  what  to  do,  and 
how  to  handle  the  books,  and   [51]   checks  would 
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come  in  and  they  didn't  know  what  to  do  with  them. 

I  think  the  evidence  will  show  that  Mr.  Erick- 
son  didn't  have  the  experience  as  a  bookkeeper,  as 
the  Government  has  suggested,  and  if  he  didn't 
know  what  to  do  with  an  item,  money  or  anything, 
or  checks,  I  think  the  evidence  will  show,  and  this 
may  be  said  for  Mr.  Erickson,  that  it  didn't  make 
any  difference  to  him,  as  he  looked  at  it,  whether 
it  went  upon  tlie  books  of  the  Issaquah  Creamery 
or  of  Alpine  or  not,  because,  as  far  as  he  was  con- 
cerned, it  was  Hans  Forster.  Forster  was  Alpine, 
an  individual  doing  business  as  Alpine,  and  he 
owned  all  the  stock  of  the  Issaquah  Creamery,  and 
it  was  natural,  I  think  the  evidence  will  show,  in 
the  thinking  of  Erickson,  that  it  didn't  make  any 
difference. 

So  Erickson  maintains  it  was  no  difference  to  him 
whether  it  was  put  on  this  book  or  that  book,  but 
from  the  income  tax  standpoint,  it  is  one  of  the 
items  that  makes  a  tax  of  three  himdred  fifty  thou- 
sand dollars  with  a  fifty  percent  penalty,  with  in- 
terest. 

But,  Forster  didn't  know  anything  about  these 
things. 

For  example.  Counsel  referred  to  a  Cadillac  that 
was  purchased.  It  was.  It  was  purchased  or  or- 
dered before  Mr.  Forster  went  on  this  trip  to  Swit- 
zerland. It  [52]  arrived  when  he  was  in  Switzer- 
land, and  after  this  audit  was  made,  we  find  it  was 
charged  erroneously.  Where  it  should  have  been 
charged  to  his  account,  it  was  charged  to  something 
else,  and  he  was  in  Switzerland  when  it  happened, 
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and  didn't  have  any  idea  where  it  was  charged  or 
anything  about  it. 

There  is  one  interesting  thing  on  the  television. 
It  is  the  one  time,  the  evidence  will  show,  that  Mr. 
Forster  made  a  statement  as  to  what  should  be 
done,  and  it  was  made  facetiously. 

I  think  Mr.  Erickson,  or  somebody,  asked  him 
about  the  television,  and  he  said  he  purchased  it 
for  his  home,  and  he  said,  ''I  think  the  Creamery 
ought  to  pay  for  it,  all  the  employees  are  over  there 
looking  at  it,  and  I  can't  get  a  look  at  it."  Just 
as  facetious  as  that.  But  it  was  charged,  as  the 
Grovernment  says,  from  the  tax  standpoint,  errone- 
ously, so  that  he  owes  that  much  tax  on  that,  which 
becomes  tax  evasion,  if  there  was  an  intent  to  de- 
fraud.   There  was  none. 

Now,  another  thing.   When  this  audit  was  made 

at  this  terrific  price  and  the  necessary  work  and 

setting  up  an  entire  new  set  of  books  was  done,  the 

facts  therein  were  submitted  to  the  'Government  of 

the  United  States  and  I  think  our  audit  will  show, 

perhaps — our  auditors  will  show,  perhaps,  we  owe 

more  taxes  than  this  $355,000.  [53] 
***** 

Mr.  Le  Sourd:  Counsel  for  both  sides  and  La- 
dies and  Gentlemen  of  the  Jury: 

It  is  my  lot  through  pattern  of  circumstances  to 
address  you  in  what  is  to  be  considered  the  poorest 
time  of  the  day  for  a  speaker,  right  after  lunch, 
but  I  believe  what  I  have  to  say  to  you  will  be  suf- 
ficient to  command  your  attention  throughout  the 
whole  of  my  remarks.  [61] 
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Mr.  Kenneth  Cox,  my  partner,  and  myself  have 
the  honor  to  represent  Mr.  L.  Hicks  Taylor,  a 
Defendant  in  these  proceedings. 

Judge  Moriarty  and  Mr.  Griffin  have  already 
helped  out  in  shortening  my  statement  by  covering 
some  of  the  backgroimd  of  Mr.  Taylor  and  some  of 
his  lorofessional  accomplishments. 

As  they  said,  Mr.  Taylor  commenced  public  ac- 
counting practice  in  downtown  Seattle  back  in  1919 
and  throughout  all  of  the  years  up  through  the 
years  in  this  case  he  was  a  public  accountant  and 
of  recognized  ability  and  increasing  practice.  His 
aliility  was  recognized  by  his  being  made  president 
of  the  Washington  Society  of  Licensed  Public  Ac- 
countants, not  only  once  but  twice,  once  in  1942  and 
again  in  1948.  In  addition  to  that  Mr.  Taylor  was 
elected  three  different  terms  as  president  of  the 
Seattle  Society  of  Public  Accountants. 

Ladies  and  Gentlemen,  by  the  time  of  the  years 
here  in  question,  1943  to  1948,  Mr.  Taylor  had  a 
large  practice  in  downtown  Seattle  taking  his  time 
and  long  hours  every  day  and  throughout  the  latter 
years  necessitating  several  assistants. 

Mr.  Taylor,  as  already  told  to  you,  begar  way 
])ack  about  1930  as  an  accountant  and  doing  some 
work  [62]  for  a  concern  called  Issaquah  Creamery 
Company.  At  that  time  Mr.  Forster  was  not  the 
owner  of  that  corporation.  Mr.  Forster  shortly 
afterwards  became  the  owner  of  that  corporation 
and  Mr.  Taylor  continued  with  the  organization  as 
one  of  his  clients.  The  corporation's  business  at 
that  time  consisted  of  processing  of  milk  products 
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in  Issaquah.   Mr.  Taylor's  of&ce,  of  course,  was  in 

Seattle. 

Shortly  after  that  time  Mr.  Forster,  as  has  been 
mentioned,  spread  out  into  the  fresh  milk  business 
in  Seattle  and  started  selling  his  milk  in  Seattle 
under  the  name  of  Alpine  Dairy. 

This  business  grew  and  thus  after  a  short  num- 
ber of  years  by  the  middle  of  the  thirties  there 
were,  in  effect,  two  separate  and  rapidly  growing 
businesses  under  this  one  corporation,  one  being  the 
Issaquah  Creamery  processing  activities  out  at  Issa- 
quah and  the  other  being  the  Alpine  Dairy  fresh 
milk  sales  in  Seattle. 

Now,  the  books  for  these  activities  were  kept  at 
Issaquah  except  for  sales  records  of  Alpine  Dairy 
in  Seattle  which  I  will  get  into  at  length,  but  the 
businesses  were  growing  rapidly  and  soon  necessi- 
tated far  more  than  the  very  simple  bookkeeping 
operations  which  were  true  in  the  early  [63]  1930 's 
at  the  time  Mr.  Forster  took  over. 

At  that  time,  our  evidence  will  show,  if  the  Jury 
please,  that  Mr.  Taylor — the  operation  was  so  small 
that  Mr.  Taylor  was  able  and  did  supervise  a  great 
detail  of  the  actual  bookkeeping  operations,  the 
type  of  work  that  Mr.  Erickson  took  on  when  he 
came  in  in  the  middle  1930's.  But  it  soon  outgrew 
any  ability  of  Mr.  Taylor  to  give  it  any  detailed 
supervision. 

I  think  you  all  know  where  Issaquah  is.  It  is 
out  on  the  highway  to  Snoqualmie  Pass  about  ten 
miles  from  Seattle.  It  soon  outgrew  any  ability  to 
check  those  things  from  Seattle  and  Mr.  Erickson, 
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about  '36,  was  brought  in  as  office  manager  in 
charge  of  the  books  and  office  staff  keeping  those 
books. 

From  that  time  on,  Ladies  and  Gentlemen,  Mr. 
Taylor's  connection  with  this  business  grew  more 
and  more  remote. 

Now,  in  19 — by  1940  these  businesses  had  grown 
to  be  quite  large  affairs  and  in  1940  the  business 
was  split  and  the  fresh  milk  business,  the  Alpine 
Dairy  Business,  was  taken  over  by  Mr.  Forster 
personally  as  an  individual  proprietorship  leaving 
only  the  Issaquah  Creamery  processing  business  in 
the  corporation.  [64] 

Counsel  said  that  this  was  on  Mr.  Taylor's  rec- 
ommendation. I  think  the  evidence — at  least  some 
of  the  evidence — will  show  that  it  was  on  the  rec- 
ommendation of  Mr.  H.  B.  Jones,  an  outstanding 
attorney  in  this  city. 

Prior  to  that  time  Mr.  Taylor  had  been  receiving 
for  his  work  with  these  two  businesses  one  hundred 
dollars  a  month.  These  two  businesses  are  the  two 
businesses  really  that  are  involved  in  this  case  and 
on  which  the  Indictment  is  based. 

The  Indictment  is  based  on  false  returns  of  Hans 
Forster's  personal  returns,  which  included  after 
1940  the  Alpine  Dairy  business.  As  I  say,  prior  to 
1940  Mr.  Taylor  had  been  receiving  one  hundred 
dollars  a  month  for  his  work.  When  the  businesses 
were  split  into  tw^o  separate  entities,  this  naturally 
increased  the  work  which  Mr.  Taylor  was  doing 
and  which  I  will  outline  at  length  to  you  because  it 
necessitated  two  sets  of  ledgers  in  his  office,  two 
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sets  of  tax  returns,  two  sets  of  sales  tax  returns, 
two  sets  of  business  and  occupation  returns,  and  so 
on,  all  of  the  other  things  that  go  with  operating  a 
business  and  separating  a  business  into  two  entities. 
But  the  evidence  will  show  that  Mr.  Forster  refused 
to  increase  Mr.  Taylor's  compensation  and  merely 
split  [65]  the  one  hundred  dollars,  fifty  dollars 
apiece,  for  these  two  businesses. 

Now,  these  businesses  continued  to  expand 
through  the  early  1940 's  and  through  the  middle 
and  late  1940 's  until  the  years  involved  in  this  case, 
1945  through  1949,  until  they  were  extremely  large 
affairs.  Each  of  these  businesses,  the  evidence  will 
show,  had  gross  sales  of  three  million  dollars  a 
year,  or  more.  The  gross  sales  involved  thousands 
of  daily  entries  in  the  books. 

We  will  produce  these  books  and  show  them  to 
you  during  the  course  of  this  trial  and  show  you 
the  complicated  nature  of  this  transaction  and  the 
years  involved  in  this  case. 

The  Alpine  Dairy  Office  in  Seattle,  which  handled 
the  sales  of  fresh  milk  and  incoming  receipts  from 
the  sales,  had  a  bookkeeping  staff  averaging  ten  to 
twelve  to  twenty-five  people  handling  the  books  un- 
der the  direction  of  a  Mrs,  Wilcox. 

Out  at  Issaquah  the  sales  being  of  larger  units 
than  the  fresh  milk,  the  entries  were  not  as  great 
but  still  necessitated  an  office  force  of  four  people 
in  order  to  keep  the  record,  the  large  volume,  per- 
haps one  thousand  entries  a  day  at  Issaquah,  in  the 
very  voluminous  and  complicated  books.   [66] 

But  Mr.  Taylor,  Ladies  and  Gentlemen,  v/as  still 
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getting  only  fifty  dollars  a  month  for  each  of  these 
corporations  and  that  is  what  he  got  throughout  the 
tax  years  here  involved. 

Now,  what  did  Mr.  Taylor  do?  What  will  the 
evidence  show  as  to  what  he  did  for  fifty  dollars  a 
month  ? 

The  main  books  were  kept  out  at  Issaquah.  I 
think  it  is  important,  Ladies  and  Gentlemen, 
throughout  this  case,  to  visualize  the  physical  set  up 
that  existed.  At  Issaquah  is  an  office  building  ten 
miles  from  Seattle  and  in  that  office  building  side 
])y  side  is  an  office  for  Mr.  Forster  an  office  for  Mr. 
Erickson  and  the  bookkeeping  staff  altogether  and 
they  were  as  one  unit  day  in  and  day  out  through- 
out the  year  with  all  of  these  entries  coming  in, 
thousands  of  entries  every  day,  to  be  placed  in  these 
books — cash  receipts  coming  in  and  checks  were 
written,  and  all  of  that  going  on,  hour  after  hour, 
day  after  day,  out  at  that  office  at  Issaquah. 

Mr.  Taylor  was  in  Seattle.  He  had  a  large  ac- 
counting practice,  we  will  show,  with  hundreds  of 
clients.  He  was  busy  in  other  affairs.  He  was  get- 
ting fifty  dollars  a  month  from  each  of  these  two 
corporations.  [67] 

Now,  Alpine  Dairy — each  of  these  two  businesses. 

Alpine  Dairy  had  an  office  in  Seattle  down  on 
Rainier  Avenue,  as  I  say,  with  a  very  large  staff  of 
bookkeepers.  They  were  selling  fresh  milk,  Mrs. 
Wilcox,  with  this  staff  of  bookkeepers,  kept  these 
transactions.  All  of  the  checks,  however,  for  ex- 
penditures were  made  out  at  Issaquah,  and  Counsel 
has  said  she  sent  her  record  of  receipts,  and  receipts 
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only,  out  to  Issaquah;  but  the  expenses  were  paid 
by  Mr.  Forster  and  Mr.  Erickson  at  Issaquah. 

Mrs.  Wilcox  sent  a  recap  into  Mr.  Taylor's  office 
in  Seattle.  Mr.  Taylor  kept  what  he  calls  a  general 
ledger  in  Seattle. 

Where  do  you  get  the  information  for  those  gen- 
eral ledgers? 

Once  each  month,  and  mark  that,  our  evidence 
will  show  that  once  each  month  he  went  out  to 
Issaquah  to  get  the  information  out  of  Issaquah 's 
books. 

Now,  here,  as  you  will  see,  are  voluminous  books, 
very  large,  car  loads  and  all  of  those  things.  The 
evidence  mil  show  that  Mr.  Erickson,  before  Mr. 
Taylor  came  out  there,  had  summarized  and  totaled 
and  balanced  these  books,  making  totals  and  [68] 
footings  in  what  we  will  call  a  cash  balancing  jour- 
nal which  was  more  or  less  the  final  book  of  ac- 
counts and  exactly  summarizing  the  transactions 
that  were  entered  on  these  other  records. 

Each  month  Mr.  Erickson  prepared  on  long  add- 
ing tapes  a  list  of  figures,  one  after  the  other,  and 
besides  those  figures  he  put  account  numbers.  These 
figures  were  the  totals  of  the  various  expenditures. 
There  would  be — Judge  Moriarty  spoke  to  you  of 
plant  expenses  this  morning.  The  plant  expenses 
would  be  listed  in  a  figure  on  that  tabulation  with 
a  number,  the  account  number,  indicating  that  that 
figure  was  plant  expense. 

These  were  all  prepared  for  Mr.  Taylor  by  Mr. 
Erickson  before  Taylor  came  out  to  Issaquah.  Also 
Mr.  Erickson  had  made  out  a  slip  showing  the  in- 
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ventory  of  Issaquah  Creamery  for  the  end  of  that 
month. 

Mr.  Taylor,  the  evidence  will  show,  went  out  to 
Issaquah  and  was  given  this  adding  machine  tape 
and  then  we  will  introduce  one  for  you  to  see,  and 
he  took  that  tape  and  he  checked  those  figures  with 
the  figures  in  this  cash  balancing  journal  to  make 
certain  that  they  were  properly  reflected  and  no 
mistakes  had  been  made  and  that  they  were  in  [69] 
accordance  with  the  books  that  had  been  kept  there 
by  Mr.  Erickson,  and  also  Mr.  Erickson  had  given 
account  numbers  to  these  on  a  column  that  you  will 
see  ran  up  and  down  in  these  books. 

There  were  two  sets  of  totals  in  the  books  and  he 
checked  those  totals  to  see  that  they  agreed.  These 
were  the  summary  figures.  They  are  complicated 
enough  just  as  summaries  but  they  were  the  sum- 
mary figures  of  thousands  of  entries  each  month 
in  the  underlying  books  of  original  entry  which 
were  kept  in  that  office. 

Mr.  Taylor  then  took  those  figures,  because  he 
had  ascertained  that  they  were  in  accordance  with 
the  totals  on  the  books,  and  he  had  balanced  them 
to  see  that  they  balanced,  and  he  took  them  to 
vSeattle  and  in  Seattle  he  maintained  a  book  of  his 
own  for  the  purpose  of  maintaining  these  figures. 

He  called  that  book  a  general  ledger,  and  these 
figures — this  adding  machine  tape — was  spread  out 
and  entered  in  the  various  appropriate  pages  of  this 
general  ledger. 

Now,  in  addition  to  that  he  was  getting  each 
month  from  Mrs.  Wilcox  at  Alpine,  here  in  Seattle, 
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a  summary  of  the  cash  receipts  of  the  Alpine  [70] 
Dairy,  and  that  was  all  entered  likewise  in  these 
ledgers. 

One  ledger  was  kept  for  Alpine  Dairy  and  one 
for  Issaquah  Creamery. 

The  disbursements  of  Alpine  Dairy  were  made  by 
Forster  and  Erickson  at  Issaquah  and  he  checked 
those  figures  up  at  Issaquah  when  he  was  there  in 
the  way  that  I  have  told  you. 

This  empire,  if  I  may  call  it  that,  as  it  came  to 
be,  included  a  number  of  other  businesses  gradu- 
ally other  than  Alpine  Dairy  and  the  Issaquah 
Creamery.  Mr.  Forster  had  spread  out  and  ac- 
quired business  after  business  throughout  the  late 
thirties  and  the  forties. 

Mr.  Griffin's  position  seems  to  be  in  this  case, 
Ladies  and  Centlemen,  that  after  your  school  days 
and  the  age  of  sixteen  a  person  doesn't  learn  any- 
thing. Well,  all  I  can  say  is  that  I  think  the  evi- 
dence will  show  that  Mr.  Forster  learned  a  great 
deal  after  leaving  school  and  certainly  learned 
enough  of  financial  and  business  affairs  to  success- 
fully acquire  many  complicated  businesses  and  man- 
age them  with  all  of  the  financial  and  banking  and 
other  problems  that  were  with  it. 

Now,  on  some  of  these  businesses,  other  [71]  busi- 
nesses, that  Mr.  Forster  acquired  the  evidence  will 
show  that  Mr.  Taylor  likewise  was  employed  as  an 
accountant  at  almost  always  the  uniform  rate  of 
fifty  dollars  a  month  each. 

These  businesses  were  of  various  sizes  and  com- 
plexity.   Now,  the  nature  of  the  work  which  Mr. 
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Taylor  did  for  these  various  businesses  was  substan- 
tially the  same  except  in  one  case — that  of  Arctic 
Gardens — where  you  will  see  that  he  practically 
carried  the  whole  business  himself  here  in  Seattle. 
That  is,  he  had  all  the  bookkeeping  as  well  as  the 
accounting  and  all  of  the  transactions  with  the 
bank,  releasing  merchandise  held  in  warehouses  and 
all  of  that,  and  yet  he  still  got  the  same  amount  of 
fifty  dollars  a  month. 

Now,  the  highest  amount  that  Mr.  Taylor  ever 
received  was  four  hundred  dollars  in  one  month 
representing  eight  separate  businesses. 

isow,  for  this  fifty  dollars  a  month  that  he  got 
from  each  of  these  businesses  he  not  only  kept  the 
ledger  but  he  made  out  the  sales  tax  returns  to  the 
State  and  the  business  and  occupation  tax  returns 
to  the  State  and  he  made  monthly  statements  for 
these  businesses,  monthly  statements,  and  he  made 
out  the  Federal  income  tax  returns  at  the  end  [72] 
of  the  year. 

We  will  put  on  evidence,  Ladies  and  Gentlemen 
of  the  Jury,  that  the  amount  that  he  was  paid  for 
each  of  these  corporations,  fifty  dollars  a  month, 
w^as  extremely  low  as  pay  for  the  straight  account- 
ing work  and  the  hours  he  put  in  for  on  the  average 
standard  public  accounting  fees  for  fifty  dollars  a 
month  a  public  accoimtant  in  those  years  could  not 
devote  more  than  a  day  or  two  a  month  and  yet, 
jn  addition  to  doing  this  Avork  for  fiJty  dollars  a 
month,  as  Mr.  Griffin  has  told  you  in  this  court, 
Mr.  Forster  kept  calling  on  him  for  all  sorts  of 
specialized  jobs  of  one  kind  or  another. 
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He  was  asked  to  help  on  rezoning  problems  and 
asked  to  sit  in  with  Mr.  Forster  when  he  was  ac- 
quiring a  business  and  this  and  that  and  the  other 
thing.  He  was  even  asked  to  be  an  officer  and  a 
director  of  some  of  these  corporations  without  any 
extra  pay.  Oh,  no  extra  pay,  but  he  was  asked  to 
do  all  these  things  and  asked  to  keep  minutes  of 
these  corporations,  and  he  did  keep  minutes  of  some 
of  these  corporations. 

Reference  was  made  to  one  of  them  where  there 
were  no  minutes  for  ten  years.  We  will  show  that 
that  minute  book  happened  to  be  in  an  attorney's 
office  [73]  in  Seattle  all  that  time.  But,  no  extra 
pay  for  all  these  extra  duties  whatsoever. 

Mr.  Griffin  called — in  several  x:»oints  during  his 
discussion  called — Mr.  Taylor  an  auditor. 

I  want  to  be  sure  that  you  Ladies  and  Gentlemen 
of  the  Jury  know  what  that  term  means  and  what 
its  implications  are. 

An  auditor  is  one  who  makes  an  audit  of  the 
accounts  of  a  concern.  Now,  an  audit  of  the  ac- 
counts of  a  concern  means  to  go  in  and  to  take  the 
invoices  and  the  checks  and  all  of  the  original  rec- 
ords of  business  and  check  them  through  to  be  sure 
that  the  books  correctly  and  truly  reflect  the  affairs, 
the  business  transactions,  that  that  business  has 
gone  through  within  the  period  of  time  being  cov- 
ered. It  involves  checking  the  accounts  receivable 
and  the  accounts  payable  and  the  inventory  and  all 
of  those  things  so  that  the  auditor  can  make  a  cer- 
tification to  whoever  is  interested  in  it,  and  the 
owner  of  the  business,  and  the  bank  and  others,  as 
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to  the  fact  that  those  books  do  correctly  reflect  the 
financial  transactions  of  that  company. 

Now,  Mr.  Taylor,  the  evidence  will  show,  at  no 
time  ever  audited  these  businesses.  He  was  [74]  not 
an  auditor.  And,  if  that  word  is  used  throughout 
this  trial,  as  it  may  very  well  be,  I  will  expect  you 
Ladies  and  Gentlemen  of  the  Jury  to  realize  that 
it  is  not  correct  and  no  audit  was  ever  made  by 
Mr.  Taylor. 

In  fact,  you  must  realize  how  much  such  an  audit 
would  cost.  It  isn't  done  for  fifty  dollars  a  month. 
It  involves  often  a  crew  of  men  and  in  a  business 
like  this  where  each  of  these  two  businesses  have 
volumes  of  three  million  dollars  or  more  a  year,  it 
would  involve  a  tremendous  expense. 

Mr.  Griffin  himself  said  it  cost  seventy  thousand 
dollars  to  make  an  audit  for  the  five  years  involved 
in  this  case  and  I  am  certain  that  no  one  would 
expect  Mr.  Taylor  to  make  an  audit  for  fifty  dol- 
lars a  month. 

Now,  it  is  true.  Ladies  and  Gentlemen,  that  prior 
to  1936  when  Mr.  Erickson  came  into  the  picture, 
Mr.  Taylor  was  a  lot  closer  to  the  books  and  rec- 
ords at  Issaquah  than  he  was  later.  It  was  a  very 
little  business  then  with  only  a  few  transactions 
and  he  was  acquainted  with  the  bookkeex^ng  and 
knew  pretty  well  what  was  going  on.  No  ques^tion 
has  been  raised  by  the  Government  wit!  regard  to 
those  years.  It  is  only  later  as  that  lousiness  [75] 
grew  to  great  magnitude  and  Mr.  Taylor  continued 
to  get  the  same  amount  of  pay  that  the  questions 
involved  in  this  case  arise. 
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Now,  in  connection  with  the  work  that  Mr.  Tay- 
lor was  doing  for  these  various  companies  I  call 
your  attention  to  the  fact  that  with  one  of  them, 
Arctic  Gardens,  he  was  doing,  the  evidence  will 
show,  practically  all  of  the  work,  the  bookkeeping 
and  everything  else.  Significantly  enough,  once 
again  the  evidence  will  show  that  no  question  was 
raised  by  the  Government  as  to  that  corporation 
or  those  books  where  Mr.  Taylor  himself  had  his 
finger  on  what  was  going  on. 

Another  item  that  the  evidence  will  disclose  is 
that  of  the  Daisy  Ice  Cream  Company.  That  was 
owned  prior  to,  I  think,  1944  by  a  man  named 
Morris  and  was  here  in  Seattle.  Mr.  Taylor  was 
accountant  for  Mr.  Morris  and  so  far  as  I  knov/, 
and  I  believe  the  evidence  will  show,  that  no  ques- 
tion has  been  raised  as  to  the  accuracy  and  hon- 
esty of  those  books  either;  but,  about  1944,  the  evi- 
dence will  shoAv,  Mr.  Forster  acquired  that  business, 
the  Daisy  Ice  Cream  Company.  Mr.  Taylor  had 
been  doing  the  accounting  for  that  company  and  he 
naturally  assumed  he  would  continue  since  he  was 
doing  [76]  other  work  for  Mr.  Forster  and  he 
asked  Mr.  Forster  if  he  was  to  continue  and  Mr. 
Forster  said,  "No,  no  need  of  your  doing  this.  Mr. 
Erickson  will  take  care  of  this  at  Issaquah."  The 
evidence  will  show  that  from  that  time  on  Mr.  Tay- 
lor had  no  connection  with  the  bookkeeping  or  ac- 
counting of  the  Daisy  Ice  Cream  Company,  and 
the  evidence  will  also  show,  Ladies  and  Gentlemen, 
that  from  the  time  that  bookkeeping  was  moved 
out  to  Issaauah  under  the  direction  of  Forster  and 
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Erickson  the  cash  sales  from  that  time  on  were 
never  reported  and  put  into  income  but  went  into 
Hans  Forster's  personal  bank  account. 

Now,  Ladies  and  Gentlemen,  Mr.  Taylor  made  out 
the  income  tax  returns  which  are  here  in  issue. 

Mr.  Taylor,  as  you  have  seen,  secured — he  made 
those — the  evidence  will  show  he  made  those  re- 
turns out  from  the  information  in  his  ledger  which 
corresponded  with  the  total  on  the  books  kept  out 
at  Issaquah  and  corresponded  with  Mrs.  Wilcox's 
figures  for  the  Alpine  here  in  Seattle. 

As  to  Mrs.  Wilcox's  figures,  another  significant 
thing.  Ladies  and  Gentlemen,  the  evidence  will  show 
there  is  no  doubt  of  their  correctness.  It  is  only 
as  to  the  transactions  handled  out  at  [77]  Issaquah 
that  the  tax  evasion  charged  here  appears. 

Now,  in  making  out  the  return — of  these  returns 
— he  used  the  figures  from  these  books  and  I  be- 
lieve the  Revenue  Agents  will  tell  you  that  his  re- 
turns correctly  and  accurately  refiect  the  figures  on 
Mr.  Taylor's  books,  correctly  and  accurately  reflect 
the  figures  given  to  him  for  all  of  these  years. 

Now,  further  than  that,  since  Alpine  Dairy  was 
a  sole  proprietorship,  the  Alpine  Dairy  figures  ap- 
peared on  Mr.  Forster's  personal  income  tax  re- 
turns. To  make  out  any  personal  income  tax  re- 
turn, of  course,  there  was  the  further  question  of 
Mr.  Forster's  outside  income,  outside  of  business 
income  appearing  on  the  books.  Mr.  Taylor  made 
that  out  too,  but  he  got  nothing  more  than  the  fifty 
dollars  a  month  he  was  paid  from  Alpine  Dairy. 

The  CA^dence  will  show  that  each  year  Mr.  Taylor 
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asked  Mr.  Forster  what  his  outside  income  was. 
The  evidence  will  show  that  Mr.  Forster  is  inclined 
to  be  a  very  close-mouthed  individual  as  to  his 
financial  matters.  It  will  show  that  Mr.  Forster 
each  year  gave  Mr.  Taylor  figures  for  this  return. 
He  would  give  him  his  figure  for  interest  and 
withholding  slips  for  his  salary  from  Issaquah  [78] 
Creamery  and  for  miscellaneous  items  of  income 
and  he  had  an  account  at  a  brokerage  office  in  Se- 
attle where  he  bought  and  sold  securities  and  Mr. 
Taylor  would  get  directly  from  those  brokers  infor- 
mation of  that  account  and  all  that  information 
went  on  these  returns, 

Now,  of  course,  the  evidence  will  show,  Mr.  Tay- 
lor knew  that  he  did  not  know  that  those  figures 
were  correct.  He  had  made  no  audit  of  those  fig- 
ures. He  was  taking  merely  what  he  was  given  in 
the  way  of  those  figures  by  Mr.  Erickson  on  those 
books  and  by  Mr.  Forster  personally  and  not  hav- 
ing audited  or  not  having  verified  those  figures  him- 
self, the  returns  will  show  that  on  each  return  he 
filed  he  very  carefully  let  the  Grovernment  know 
that  he  had  no  liability  for  those  figures  and  he  put 
a  stamp  on  every  return  stating  that  the  return 
was  made  out  from  information  furnished  him  by 
his  client  without  any  verification  of  the  figures 
that  were  in  there. 

Now,  not  only  did  Mr.  Taylor  make  that  clear  on 
his  tax  returns  but  also  otherwise.  Mr.  Griffin  has 
said  something  to  you  about  the  bank  relying  on 
Mr.  Taylor's  financial  statement.  Ladies  and  Gen- 
tlemen, we  will  have  the  officers  of  the  [79]  People's 
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Bank  here  as  witnesses  and  they  will  tell  you  that 
their  files  show  that  every — that  not  a  single  finan- 
cial statement  that  they  ever  received  had  Mr.  Tay- 
lor's name  on  it,  and  almost  all  of  them  were  signed 
by  Mr.  Hans  Forster. 

Mr.  Taylor,  not  knowing  whether  cash  figures 
were  correct,  made  out  financial  statements  monthly 
from  the  figures  given  him  and  sent  them  in  to  Mr. 
Forster.  If  Mr.  Forster  wanted  to  make  use  of 
those  statements  and  give  them  to  an  outsider,  Mr. 
Forster  was  going  to  have  to  vouch  for  the  accu- 
racy of  those  figures  because  Mr.  Taylor  did  not 
knov/  that  they  were  accurate. 

Ladies  and  Gentlemen,  in  complicated  business 
transactions  of  the  scope  with  which  we  are  in- 
volved here  there  are  niunerous  things  happening 
during  the  course  of  a  year.  The  Government  will, 
I  believe,  bring  up  a  number  of  isolated  transac- 
tions where  they  will  claim  that  Mr.  Taylor  at  some 
time  during  the  year  knew  that  Mr.  Forster  had 
received  some  income  on  a  transaction  where  it 
possibly  could  be  construed  that  he  received  some 
income  and  that  the  income  did  not  get  on  his  finan- 
cial returns.  Now,  as  to  those  isolated  transactions. 
Ladies  and  Gentlemen,  w^e  will  show  as  to  [80] 
some  of  them  that  they  were  extremely  ambiguous 
and  difficult  insofar  as  how  they  were  to  be  re- 
ported for  income  tax  purposes.  At  least  one  of 
them  I  personally  wouldn't  know  today  how  it 
should  be  reported.  On  others  we  will  show  that 
Mr.  Taylor  had  good  reason  to  believe  that  the  fig- 
ures given  him  for  the  full  income  of  the  Alpine 
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and  Issaquah  included  that  income.  Those  figures 
were  large  and  complicated,  as  you  must  realize. 

Now,  one  of  these  was  the  year-end  1949  matter 
referred  to  by  both  Counsel.  Mr.  Griffin,  however, 
said  that  in  November,  1948,  Mr.  Taylor  went  into 
a  huddle  with  Mr.  Erickson  and  Mr.  Forster.  Our 
evidence,  if  you  please,  will  show  that  that  occurred 
not  in  November  of  1948  at  all  but  at  the  end  of 
January,  1949,  and  that  at  that  time  Mr.  Taylor 
made  up  a  work  sheet  in  his  own  handwriting  as 
was  his  custom  and  he  has  never  concealed  a  thing. 
Cross  coiuisel  says,  "...  on  his  records  and  here 
for  the  world  to  behold."  He  made  up  a  work  sheet 
showing  the  income  from  that  business  and  in  his 
own  hands  shows  income  and  then  he  gave  it  to 
Mr.  Forster  and  he  raised  Cain  over  it  and  insisted 
that  just  could  not  be  and  Mr.  Taylor  said,  "That 
is  what  the  books  show.  If  there  is  any  mistake, 
you  tell  me  [81]  what  the  mistake  is  and  I  will  cor- 
rect the  figures."  And  he  held  that  work  sheet  un- 
til the  last  few  days  before  the  March  15th  deadline 
and  then  he  was  called  by  Mr.  Forster  who  said 
Mr.  Erickson  found  some  mistake  and  Mr.  Erick- 
son called  and  said,  "Make  such  and  such  changes 
on  the  work  sheet."  And  he  made  those  changes  in 
such  a  way  that  they  are  not  concealed  but  are  per- 
fectly apparent  to  any  one  who  examines  it  and 
you  will  have  the  opportunity  to  examine  it,  and 
the  return  v\^as  filed  on  that  basis. 

The  evidence  will  also  disclose  that  Mr.  Erickson 
and  Mr.  Forster  doctored  up  and  falsified  the  books 
themselves  at  Issaquah  at  the  year-end  to  couple 
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in  the  figures  that  Mr.  Erickson  gave  to  Mr.  Taylor. 

The  Government  has  told  you  that  they  frankly 
admitted  to  you  this  morning  that  they  were  not 
sure  that  Mr.  Taylor  had  knowledge  of  all  these 
things  going  on.  I  believe  when  the  evidence  is  in 
you  will  see  that  he  did  not  have  knowledge  of  these 
things.  You  will  see  item  after  item  coming  into 
evidence  that  he  did  not  have  knowledge  of.  You 
will  see  that  the  large  evasion  consisted  of  receipts 
coming  into  Issaquah  which  Mr.  Forster  took  and 
put  in  his  own  personal  savings  account  and  [82] 
never  put  them  into  Erickson's  books  where  Mr. 
Taylor  could  pick  them  up.  Never  put  them  in  at 
all. 

Now,  I  think  that  the  evidence  finally  will  dis- 
close that  the  only  testimony  that  would  indicate 
that  Taylor  knew  and  advised  Mr.  Forster  what  to 
do  here  is  Mr.  Forster 's  own  self-serving  state- 
ments. 

In  connection  with  that,  Ladies  and  Gentlemen, 
let  me  call  this  to  your  attention.  The  Indictment 
here  charges  evasion  of  tax  on  more  than  six  hun- 
dred thousand  dollars  of  income  during  these  years. 
In  other  w^ords,  Mr.  Forster  admittedly — the  fact 
is.  Counsel  says  it  was  more — Mr.  Forster  received 
in  these  years  more  than  six  hundred  thousand 
dollars  of  income  which  he  did  not  disclose  for  in- 
come tax  purposes.  Now,  on  the  contrar}^,  Mr.  Taj^- 
lor  was  getting  fifty  dollars  a  month  for  hard  work 
for  each  of  these  businesses.  Noav,  Mr.  Griffin 
would  have  you  believe  in  his  usual  persuasive  way 
that  Mr.  Taylor  did  all  of  this  without  ever  saying 
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a  word  to  Mr.  Forster,  without  Mr.  Forster  ever 
knowing  it.  Well,  I  ask  you  about  motive.  What 
motive  would  a  public  accountant  with  a  substan- 
tial practice  in  Seattle  have  for  evading  [83]  tax 
on  six  hundred  thousand  dollars  of  income  for  his 
client  for  'fifty  dollars  a  month  ?  More  particularly, 
Ladies  and  Gentlemen,  without  ever  even  discussing 
it  with  his  client,  which  Mr.  Griffin  would  have  you 
believe,  and  I  say,  when  you  examine  the  testimony 
of  Mr.  Forster  in  this  case  that  you  should  bear  in 
mind  the  motive  in  considering  it  and  bear  in  mind, 
and  if  you  find,  that  when  Mr.  Forster  takes  the 
jjosition  that  he  never  knew  a  thing  about  this  whole 
thing,  if  3^ou  find  that  is  false  then  you  can  realize 
what  Mr.  Taylor's  position  is  when  he  is  doing 
work  for  a  client  and  that  client  now  comes  in  and 
says  the  blame  is  on  Mr.  Taylor. 

>Tow,  in  connection  with  the  compensation  there 
is  one  thing  I  overlooked.  In  connection  with  the 
compensation  which  Mr,  Taylor  received,  I  told  you 
he  was  receiving  about  fifty  dollars  a  month  from 
these  businesses.  The  maximum  number  was  eight 
at  four  hundred  dollars.  In  addition  to  that  Mr. 
Taylor  received  a  few  dollars  on  the  Washington 
Athletic  Club  membership  he  had  and  occasionally 
he  received  a  free  quart  of  ice  cream  when  he  went 
out  to  Issaquah,  but  other  than  that  Mr.  Taylor 
received  not  a  penny  out  of  these  businesses  and 
these  transactions  the  evidence  will  [84]  disclose. 

ISToAv,  you  may  be  wondering  why,  if  the  facts  are 
as  I  have  outlined  them  to  you,  why  is  it  that  the 
Gro'-errraent  has  included  Mr.  Taylor  in  this  In- 
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dictment?  We  will  show,  I  believe,  that  the  inclu- 
sion of  Mr.  Taylor  in  this  Indictment  is  the  result 
of  a  deliberate  campaign  to  make  him  the  scape- 
goat for  Mr.  Forster's  tax  evasion  and  in  proving 
that,  Ladies  and  Gentlemen,  we  will  submit  to  you 
evidence  of  a  series  of  circumstances  which  I  would 
like  now  to  summarize  for  you. 

Sometime  prior  to  1950  the  Revenue  Agents  be- 
gan an  investigation  of  Mr.  Taylor's  own  personal 
income  tax  returns.  Mr.  Taylor  hired  an  attorney 
to  reiuTsent  him  in  that  matter  and  Mr.  Taylor 
checked  himself  into  his  returns  and  he  found  that 
there  was  income  omitted  and  he  told  the  Govern- 
ment that  but  he  took  the  position  that  that  was 
during  the  war  years  when  he  was  working  sixteen 
to  eighteen  hours  a  day  and,  like  the  lawyer  who 
dies  without  a  will,  he  hadn't  kept  adequate  records 
for  himself  and  he  had  no  intent  to  evade  tax. 

The  attorney  which  he  hired  to  represent  him 
sits  here  today  as  an  attorney  for  Mr.  Forster.  It 
is  not  Mr.  Grifftn.  [85] 

The  evidence  will  show  that  Mr.  Taylor  pleaded 
guilty  to  tax  evasion  for  one  year  on  his  personal 
return  on  the  advice  and  assistance — insistence — of 
that  attorney. 

The  evidence  will  further  show  that  although  that 
attorney  was  not  representing  Mr.  Forster  when 
Mr.  Taylor  had  employed  him,  that  prior  to  his 
pleading  Mr.  Taylor  guilty  of  tax  evasion  that  at- 
torney began  representing  Mr.  Forster  and  his  en- 
terprises and  that  since  that  time  he  has  been  the 
principal  representative  of  Mr.  Forster  in  all  of 
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these  tax  matters  which  have  culminated  in  this 
trial,  Mr.  Griffin  having  been  brought  in  to  conduct 
this  trial. 

Now,  Ladies  and  Gentlemen,  it  is  not  my  purpose 
to  re-try  Mr.  Taylor's  own  personal  tax  case.  He 
plead  guilty  and  served  his  sentence  and  that  is 
over  with,  but  we  will  show  you  Ladies  and  Gentle- 
men that  a  short  time  after  he  plead  guilty  at  the 
recommendation  of  this  attorney,  this  same  attor- 
ney was  appearing  before  the  Revenue  Agents  urg- 
ing that  Mr.  Taylor  was  responsible  for  all  of  Mr. 
Forster 's  tax  difficulties  and  I  think  we  will  show 
you  Ladies  and  Gentlemen  that  during  this  same 
period  this  same  attorney  was  outwardly,  at  [86] 
least,  continuing  to  represent  Mr.  Taylor.  We  will 
show  you  that  during  this  period  he  went  out  to 
Mr.  Taylor's  house,  Mr.  Taylor  being  in  the  Fed- 
eral penal  pen,  and  talked  to  his  wife  and  gave  his 
wife  to  understand  that  he  was  still  working  on 
something  involving  Mr.  Taylor's  ov/n  personal  case 
and  Avent  through  his  personal  files  and  removed 
papers  therefrom.  We  will  show  you  that  when  the 
Revenue  Agent  demanded  possession  from  this  at- 
torney of  Mr.  Taylor's  personal  files,  Mr.  Taylor 
still  being  away,  that  this  attorney  claimed  privi- 
lege as  Mr.  Taylor's  attorney  for  those  records  even 
though  he  was  then  appearing  before  the  Revenue 
Agents  and  insisting  that  Mr.  Forster 's  troubles 
should  all  be  blamed  on  Mr.  Taylor. 

We  will  show  you  Ladies  and  Gentlemen  that  he 
was  giving  directions  to  the  accountants  in  Mr.  Tay- 
lor's office  on  behalf  of  Mr.  Taylor  during  this  same 
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period  and  that  when  Mr.  Forster  came  back  from 
the  penal  camp  in  1950  this  attorney  advised  Mr. 
Taylor  to  take  a  long  vacation,  right  during  the 
critical  period  in  this  investigation  and  that  he  did 
take  the  vacation  and  that  not  until  he  got  l)ack 
did  this  attorney  tell  Mr.  Taylor  there  was  a  con- 
flict of  interest  and  he  could  no  longer  represent 
Mr.  [87]  Taylor,  and  that  from  that  time  on  he 
was  representing  Mr.  Forster. 

Not  only  that.  Ladies  and  Gentlemen,  we  will 
show  you  by  evidence  in  this  case  that  the  first  time 
that  a  Revenue  Agent  talked  to  Mr.  Forster  about 
this  case  Mr.  Forster  told  that  Revenue  Agent  that 
this — that  if  there  were  any  difficulties  with  his 
returns — any  income  that  was  not  reported — it 
could  not  be  Mr.  Taylor's  fault  because  Mr.  Taylor 
merely  took  the  figures  which  were  given  to  him  by 
Erickson  and  Forster  and  put  them  on  the  retvirn. 

Nevertheless,  despite  the  fact  that  that  is  the  first 
thing  that  Mr.  Forster  said  to  the  Revenue  Agents 
we  find  this  same  attorney  later  on  bringing  Mr. 
Forster  to  the  Revenue  Agents  to  make  statements 
at  that  time  reversing  himself  and  saying,  no,  that 
everything  he  did  Mr.  Taylor  advised  him  to  do, 
and  saying  that  when  he  took  checks  and  put  them 
in  his  personal  savings  accounts  and  didn't  run 
them  through  his  books  it  was  Mr.  Taylor  advised 
him  to  do  that,  and  do  the  other  things. 

The  evidence  will  show  you  Ladies  and  Gentle- 
men that  there  has  been  a  deliberate  campaign 
throughout  this  case  to  make  Mr.  Taylor  the  scape- 
goat [88]  for  Mr.  Forster 's  tax  evasion.  It  has  been 
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carried  forward  almost  to  the  trial  of  this  case  by 
extensive  newspaper  publicity  which  we  will  also 
show  you. 

We  feel  that  when  you  see  all  that  evidence  you 
will  realize  what  has  been  going  on  in  this  case. 

In  summary,  Ladies  and  Gentlemen,  we  expect 
to  prove  that  the  income  on  which  the  tax  was  not 
paid  here  was  not  Taylor's  income.  He  got  no  'finan- 
cial benefit  from  this  tax  evasion,  that  he  was  paid 
only  low  fees  for  the  work  he  actually  did  and  we 
will  put  on  witnesses  to  show  that  to  you;  that  he 
took  the  figures  given  him  without  question  and  that 
he  Vv^asn't  paid — and  on  that  I  omitted  to  say  that 
at  various  times  our  evidence  will  show  Mr.  Taylor 
was  dissatisfied  with  this  situation  and  he  was  tak- 
ing figures  and  not  receiving  enough  to  warrant 
him  checking  or  questioning  those  figures  and  he 
brought  the  matter  up  with  Mr.  Forster,  and  he 
said,  "You  don't  pay  me  enough  to  get  into  these 
things  and  check  them."  And  Mr.  Forster  said, 
"No,  you  are  being  paid  too  much  already."  He 
took  those.  He  was  not  being  paid  to  question  or 
check.  He  was  paid  merely  to  do  what  he  was  doing 
and  he  did  what  he  was  [89]  doing  accurately  and 
completely  and  those  returns  as  filed  accurately  re- 
flected the  books  and  he  warned  the  Government  he 
was  taking  no  responsibility  by  stamping  those  re- 
turns, "Prepared  without  verification,"  and  he  was 
careful  he  made  no  representation  to  anyone  else 
as  to  the  accuracy  for  those  figures  and  finally  we 
expect  to  show  you  that  his  inclusion — Mr.  Taylor's 
inclusion — in   this   case,   we   think,   is   the   natural 
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result  because  we  will  show  you  that  the  Govern- 
ment's decision  to  prosecute  Mr.  Taylor  was  not 
until  after  all  the  representations  were  made  by  this 
attorney  who  was  representing  Mr.  Forster  and 
purporting  to  represent  Mr.  Taylor  at  the  same 
time,  and  we  will  show  you  that  the  Government's 
decision  to  prosecute  wasn't  made  until  after  that 
time  and  we  think  there  was  little  else  that  the 
Government  could  do  but  to  include  Mr.  Taylor  in 
this  case  under  those  circumstances.  [90] 
**•?«■** 

Mr.  Keesling:  The  whole  defense  of  Mr.  Erick- 
son  is  based  on  the  accounts  that  he  carried  out 
were  wilful  and  knowingly — were  done  wilfully  and 
knowingly.  We  don't  deny  much  of  the  evidence  in 
this  case.  As  a  matter  of  fact,  Mr.  Erickson  pre- 
pared for  the  Government  some  of  the  evidence  that 
will  be  submitted  to  you. 

He  has  concealed  nothing.   But,  he  does  maintain 
that  at  no  time  did  he  wilfully  attempt  to  defeat 
the  tax  statute,  and  that  word  ''wilful"  isn't  just 
merely  background,  and  just  words.  [95] 
***** 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 
That  completes  the  opening  statements  of  Coun- 
sel in  this  case. 

Before  we  recess,  I  think  the  Court  should  ad- 
vise you  as  to  all  opening  statements  made  on  be- 
half of  the  Government  and  all  Defendants,  that 
the  purpose  of  an  opening  statement  is  to  outline 
the  theory  of  the  case  that  the  particular  Plaintiff 
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or  particular  Defendant  proposes  to  take  in  the 
case. 

Likewise,  they  outline  the  evidence  as  they  be- 
lieve it  [105]  will  be  established  or  as  it  will  be 
brought  out  in  the  course  of  the  trial. 

Occasionally  opening  statements  may  border  on 
argument  and  that  isn't  intentional  but  it  is  some- 
times difficult  for  a  lawyer  to  limit  himself  to  a 
statement  of  his  theory  and  proof  without  going 
into  argument,  but  the  caution  I  want  to  give  you 
at  this  time  is  this:  That  you  are  not  to  consider 
opening  statements  as  evidence  of  any  kind  but 
merely  as  being  helpful  to  your  understanding  of 
the  evidence  as  it  comes  in  and,  of  course,  the  proof 
as  it  is  brought  out  in  the  course  of  testimony  and 
through  exhibits  constitutes  the  evidence  which  you 
will  consider  'finally  in  determining  the  guilt  or 
innocence  of  these  defendants. 

Now,  when  we  recess  in  a  few  minutes  we  will 
recess  until  Tuesday  morning  at  nine-forty-five. 
You  should  be  here  about  nine-thirty  Tuesday 
morning.  The  recess  will  be  long.  That  is,  it  is 
three  days.  You  must  carefully  bear  in  mind 
throughout,  and  throughout  the  time  you  are  sitting 
in  this  case,  that  you  can  not  discuss  with  anyone 
any  of  the  issues  relating  to  this  case.  You  should 
not.  You  are  not  permitted  to  form  opinions  or 
express  opinions  in  regard  to  the  merits  of  this 
case  [106]  until  it  is  finally  submitted  to  you  for 
your  verdict.  There  may  be  occasions  when  some- 
one will  inquire  as  to  the  nature  of  your  jury  duty 
and,  if  so,  you  should  advise  them  that  you  are  in- 
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striicted  by  the  Court  not  to  disclose  or  discuss  any 
phase  of  it  and  you  would  appreciate  it  if  they  do 
not  do  it  any  further  and  indicate  to  them  it  is 
something  you  cannot  discuss  with  them,  regardless 
of  whether  it  is  your  family  or  friends  or  anyone 
else.  [107] 


***■»* 


Mr.  Griffin:    If  the  Court  please,  yes. 

For  the  purpose  of  perfecting  this  record  the 
Defendant  Forster  moves  at  this  time  for  a  mis- 
trial based  upon  the  opening  statement  of  Counsel 
for  Mr.  Taylor  in  the  attack  upon  one  of  counsel 
for  the  Defendant  Forster,  a  matter,  as  we  view  it 
— even  assuming  the  truth  of  any  statement  made — 
to  he  utterly  immaterial  to  the  trial  of  this  issue, 
the  issue  before  the  Court  here,  and  so  prejudicial 
to  the  Defendant  that  it  required  the  withdrawal. 
We  do  not  see  how  the  claimed  evidence  would  be 
admissible  and  I  make  that  motion  now  because  we 
may  reach  a  stage  in  this  case  where  in  ruling  upon 
evidence,  if  they  attempt  to  support  it  or  attempt 
to  offer  it,  it  will  not  be  admissible;  and,  if  they 
don't,  then  they  have  created  that  beginning  prej- 
udice in  the  minds  of  the  Jury  so  far  as  the  De- 
fendant Forster  is  concerned. 

The  Court:  Do  you  wish  to  be  heard,  Mr.  Le 
Sourd?  [114] 

Mr.  Le  Sourd:  Do  you  v;ish  to  hear  from  me, 
your  Honor? 

The  Court:    I  might  hear  from  you  briefly. 

Mr.  Le  Sourd:    Yes. 

The  Court :    I  take  it  you  are  urging  that  motion 
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at  this  time,  Mr.  Griffin,  and  asking  the  Court's 
ruling  on  if? 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Le  Sourd :  If  your  Honor  please,  the  evi- 
dence outlined  is  clearly  admissible  in  this  case  and 
relevant. 

It  goes  to  show,  first,  that  there  was  an  attempt, 
a  continuing  attempt,  here  consciously  to  place  the 
blame  for  these  transactions  on  Mr.  Taylor,  con- 
tinuing throughout  this  case  from  a  very  early  date. 
It  goes  to  show  that  as  a  result — that  the  result 
of  that  attempt — necessarily  we  will  show — found 
its  way  into  the  recommendations  and  into  the  docu- 
ments which  the  Revenue  Agents  submitted  and  on 
which  the  decision  to  include  Mr.  Taylor  in  this 
case  was  based.  It  will  go  further,  we  believe,  to 
Mr.  Forster's  credibility  in  his  statements  made  to 
the  Agents,  and  which  I  think  w^ill  be  repeated  at 
this  trial,  that  Mr.  Taylor  knew  of  [115]  this  and 
Mr.  Taylor  knew  of  that  other  fact.  It  will  go 
further  to,  in  effect,  show  that  Mr.  Taylor  was 
deprived  of  representation  by  counsel  during  a 
crucial  six  months  period  in  the  early  investigation. 
We  will  show  that  Mr.  Taylor  during  this  period 
had  implicit  reliance  on  Mr.  Kachlein,  that  he  felt 
Mr.  Kachlein  was  representing  his  interests,  and 
that  had  he  known  that  that  was  not  so,  he  could 
then  have  employed  other  counsel  during  the  crucial 
period  of  the  investigation. 

Mr.  Moriarty:  The  Government  also  opposes  the 
motion  on  the  ground  that  during  the  time  of  the 
opening  statement  there  was  no  objection  by  conn- 
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sel;  and  on  the  further  ground  that  the  defendants 
in  this  case  could  have  presented  this  matter  at  any 
time  in  claim  against  trial. 

The  opinion  of  the  Government  as  to  whether 
admissible  or  non-admissible:  The  opening  state- 
ment is  not  evidence  and  can  be  governed  by  the 
Court's  instructions. 

The  Court:  The  Court  will  not  rule  on  the  mat- 
ter at  this  time. 

I  will  ask  Counsel  for  Mr.  Forster,  assuming 
they  are  urging  this  motion  seriously,  that  they 
supi^ort  it  with  such  authorities  as  they  may  [116] 
find  on  the  matter;  and,  likewise,  the  question  may 
be  of  some  moment  when  evidence  is  introduced,  or 
sought  to  ])e  introduced,  and  I  would  ask  Mr. 
LeSourd  to  submit  any  authority  you  may  have  on 
that  question;  and  likewise  the  Government. 

The  Court  will  reserve  ruling  and  we  will  pro- 
ceed. 

I  think  that  authority  should  be  submitted  as 
soon  as  it  can  be  done  reasonably  without  fixing 
any  time  at  this  point. 

If  there  is  nothing  further  we  will  call  the  Jury 
and  the  record  will  show  that  the  Court  will  reserve 

ruling  on  the  motion  at  this  time.  [117] 

***** 

The  Court:  Gentlemen,  before  we  call  the  jury, 
in  regard  to  the  motion  for  mistrial  made  by  Mr. 
Griffin  on  behalf  of  Mr.  Forster,  I  have  received 
no  memorandum  so  I  assume  there  is  no  thought  to 
filing  any  at  this  time,  so  the  Court  will  rule  on  the 
motion  and  will  deny  the  motion  as  made. 


96  Hans  Forster  vs. 

The  Court  believes  that  the  admonition  given  the 
jury  upon  conckision  of  the  opening  statements  suf- 
ficiently cautioned  them  as  to  the  purpose  and  con- 
sideration to  be  given  the  opening  statements  of 
counsel. 

There  was  no  objection  made  at  the  time  the  open- 
ing statement  was  made  and,  therefore,  the  Court 
feels  that  the  motion  should  be  denied. 

Now,  in  making  this  ruling  I  don't  indicate  that 
the  evidence  of  matters  covered  therein  may  neces- 
sarily be  admissible  or  material ;  and  if  counsel  pro- 
pose to  bring  out  evidence  such  as  was  outlined  and 
such  as  was  made  the  basis  of  the  motion — if  of- 
fered and  brought  out  and  objection  made  to  it,  the 
Court  would  consider  the  objection  as  made,  and 
any  authority  you  may  wish  to  present  in  advance 
may  be  considered.  [130-D] 

Mr.  Le  Sourd:  Very  well,  your  Honor,  I  will 
be  happy  to  present  to  the  Court  in  advance  of 
that  a  memorandum  of  what  we  expect  to  prove  and 
the  materiality. 

The  Court:     And  any  authority  to  sustain  it. 

Mr.  Le  Sourd:     Yes. 

Mr.  Griffin:  May  we  have  an  exception  to  the 
Court's  ruling  f 

The  Court:    Yes,  the  record  may  so  show. 

Mr.  Griffin:  Upon  the  fact  that  no  objection  was 
made  at  the  time,  upon  the  basis  that  counsel  may 
make  a  statement  of  what  he  intends  to  prove,  I 
don't  object  to  that.  I  am  not  arguing  with  the 
Court  at  all  but  just  preserving  the  record. 
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The  Court:  That  may  be.  I  don't  believe  there 
is  anything  the  Court  could  do  at  this  time,  any- 
thing that  would  remedy  the  error  if  there  should 
be  error,  the  Court  having  given  the  admonition  to 
the  jury,  and  to  go  into  it  would  only,  at  this  time, 
aggravate  any  error  there  may  be. 

Mr.  Moriarty:  Do  I  understand  that  Mr.  Le 
Sourd  will  present  some  authority  as  to  the  stand 
of  what  he  intends  to  j^rove  ? 

The  Court:  I  gather  he  might  submit  [130-E] 
a  memorandum  covering  matters  he  proposes  to 
luring  out  and  the  purpose  and  some  authority. 

Mr.  Le  Sourd:    Well 

The  Court:  (Interposing)  And  some  indication 
as  to  its  materiality. 

Mr.  Le  Sourd:  Not  necessarily  legal  authority, 
your  Honor,  as  to  materiality  and  relevancy — the 
matters  themselves  rather  than  legal  decisions;  but 
what  I  said  was  that  I  would  be  glad,  if  the  Court 
desires,  that  prior  to  the  time  when  it  may  be 
necessary  for  me  to  proffer  such  evidence  as  a  part 
of  my  case  in  chief,  I  would  be  happy  in  advance 
to  submit  a  memorandum  outlining  what  I  expect 
to  prove  and  stating  why  I  think  it  is  material  and 
relevant. 

The  Court:  If  you  have  authority,  fine,  and  if 
you  haven't  I  can  understand  there  may  not  be  au- 
thority on  that  or  something  of  that  character ;  does 
that  cover  it,  Mr.  Moriarty"? 

Mr.  Moriarty:    Yes. 

The  Court:    You  may  call  the  jury. 
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("\¥hereiipon,  the  jury  was  returned  to  the 

court  room  and  testimony  and  other  evidence 

was  offered  and  received  for  and  on  behalf  of 

the  Plaintiff.)   [130-F] 
***** 

SAM  GREEN 
upon  being  called  as  a  witness  for  and  on  behalf 
of  the  Plaintiff,  and  upon  being  first  duly  sworn, 
testified  as  follows: 

Direct  Examination 
The  Clerk :    I  want  your  full  name  and  the  spell- 
ing of  your  name,  please. 

The  Witness:    Sam  Green,  G-r-e-e-n  (spelling). 
Q.    (By  Mr.  Patten)  :    Mr.  Green,  would  you  re- 
peat your  full  name  for  the  record,  please? 
A.     Sam  Green. 

And  where  do  you  live,   sir? 

13002  Sixth  Avenue  Northwest,   Seattle. 

And  what  is  your  business,  sir? 

Oil  business. 

Presently   connected   with   the   oil   business, 

A.    Yes,  sir. 
And  what  company  is  that? 
Time  Oil  Company. 

And  how  long  have  you  been  connected  with 
the  Time  Oil  Company,  Mr.  Green? 
About  22  years. 

All  right ;  what  is  your  present  position  [135] 
with  the  Time  Oil?  A.    Vice-president. 

Q.     Referring  specifically  to   the  years   1945  to 
1949,  what  was  your  position  with  the  company? 
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A.     Vice-president. 

Q.     In  charge  of  that  dex^artment  ? 

A.     Sales. 

Q.  Do  you  know  the  defendant  in  these  pro- 
ceedings, Mr.  Forster?  A.     I  do. 

Q.     How  long  have  you  known  him,  sir? 

A.     About  12  or  13  years. 

Q.     Does  the  Time  Oil  Company 

Mr.  Patten:     Strike  that  question. 

Q.  (By  Mr.  Patten  continuing)  :  Did  you  sell 
Mr.  Forster  or  his  enterprises  any  oil  during  the 
years  1945  to  1949?  A.    Yes. 

Q.     By  Oils,  we  mean  gasoline,  too  % 

A.    Yes. 

Q.  Was  that  a  retail  account,  or  a  wholesale  ac- 
count'F  A.     Wholesale  account. 

Q.     In  what  lots  did  you  sell  gasoline?   [136] 

A.  What  his  requirements  were,  truck  deliveries 
and  truck  and  trailer  deliveries  and  fuel  oil. 

Q.  You  sold  him  in  carload  lots,  did  you,  at  car- 
load prices,  or  what  prices?  The  wholesale  price  or 
the  general  pmnp  price? 

A.     It  was  a  discount  below  wholesale. 

Q.  Now,  in  addition  to  the  wholesale  price,  did 
the  Time  Oil  Company  during  the  years  1945  to 
1949  give  a  certain  discount?  A.     Yes. 

Q.     To  all  customers,  or  to  certain  customers? 

A.     To  some  customers. 

Q.  To  some  customers,  and  how  was  the  amount 
of  that  discount  computed,  sir? 

A.     Based  on  purchases. 
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Q.  Now,  you  mentioned  you  sold  gasoline  to 
Mr.  Hans  Forster.  Wliich  of  his  enterprises  did 
you  sell  gasoline  to*? 

A.  Alpine  Dairy  on  gasoline;  Issaquah  Dairy 
in  Issaquah,  fuel  oil. 

Q.  Fuel  oil;  and  was  Alpine  Dairy  and  Issa- 
quah Creamery  one  of  the  customers  who  received 
the  special  discounts'? 

A.     Alpine  Dairy  received  the  discount. 

Q.     Issaquash  did  not?  [137] 

A.  I  didn't  handle  that  account  personally,  and 
so  I  can't  recall. 

Q.     Now,  how  were  these  discounts  paid,  sir? 

Maybe  I  will  break  that  down. 

How  frequently  were  the  discounts  paid,  sir? 

A.  They  would  be  paid  the  following  month  for 
the  pre^T-Ous  month's  purchases. 

Q.  And  in  what  form  would  they  be  paid,  dur- 
ing the  years  1945  to  1949  ? 

I  refer  to  that,  by  check  or  by  discount  on  next 
month's  bill,  or  by  what  other  means? 

A.     I  believe  it  was  paid  by  cash. 

Q.     By  "cash",  do  you  mean  currency,  sir? 

A.     Currency,  correct. 

Mr.  Patten:  I  ask  that  this  group  of  12  docu- 
ments be  marked  for  identification  as  Plaintiff's 
exhibits  next  in  order. 

The  Clerk:  Plaintiff's  Exhibit  170  marked  for 
identification. 

(Plaintiff's  Exhibit  170  marked  for  identi- 
fication.) 
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Q.  (By  Mr.  Patten)  :  Mr.  Green,  you  are  being 
handed  a  group  of  documents  which  have  been 
marked  for  identification  as  Exhibit  170.  I  wonder 
if  you  would  examine  those?  I  wonder  if  you  can 
examine  those,  please,  sir?   [138] 

A.     I  do  identify  them. 

Q.     Just  very  briefly  state  what  they  are,  sir. 

A.  Well,  the  first  one  would  be  a  payment 
of 

Q.  (Interposing)  Maybe  I  can  simplify  this.  Are 
they  receipts  for  funds  which  you  delivered  to  Mr. 
Forster,  or  his  enterprises? 

A.  Well,  either  others  may  have  delivered  these, 
or  I  may  have  delivered  some. 

Mr.  Le  Sourd:    I  couldn't  get  that  answer. 

The   Court:     Mr.   Reporter,   read  the   answer. 
(Whereupon,  preceding  answer  was  read  by 
the  Reporter.) 

Mr.  Le  Sourd:     Thank  you. 

Q.  (By  Mr.  Patten)  :  Do  you  recognize  them  to 
be  records  of  the  Time  Oil  Company? 

A.  Not  all  of  them.  The  first  one,  for  example, 
recites  an  amount  of  money,  $222.30,  and  signed  by 
Hans  Forster,  but  it  doesn't  say  who  from. 

The  next  one  does  have  received  from  Sam 
Green,  a  certain  amount  of  money. 

The  third  one  does  say,  "Received  of  Time  Oil 
Company,"  signed  "Hans  Forster". 

Q.  You  have  seen  those  previously,  have  you 
not,  sir?  [139]  A.     Yes,  I  have. 

Q.    Do  you  know  where  they  came  from? 
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A.    Yes. 

Q.     Was  it  from  your  company? 

A.     They  came  from  our  company. 

Mr.  Patten:  I  would  like  to  offer  Exhibit  170 
in  evidence. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin:    May  I  inquire  for  a  moment? 

Mr.  Patten:     Yes. 

Mr.  Griffin:  You  say  these  are  the  original  files 
of  Time  Oil  Com|)any? 

The  Witness:    Just  slips  of  paper. 

Mr.  Griffin:  My  question  was:  These  are  part 
of  the  original  files  are  they,  of  Time  Oil  Company? 

The  Witness:    Yes. 

Mr.  Griffin:  Is  this  the  way  Time  Oil  Company 
keeps  its  files? 

The  Witness :    It  isn't  the  file. 

Mr.  Griffin:     What  is  it? 

The  Witness:  As  I  mentioned,  they  are  just  slips 
of  paper  indicating  receipts. 

Mr.  Griffin:  But  they  are  part  of  the  records 
and  methods  of  keeping  receipts  at  Time  Oil  Com- 
pany, are  they,  in  the  usual  course  of  business? 

The  Witness :    They  are  just  as  you  see  what  it  is. 

Mr.  Griffin:  May  the  question  be  read,  your 
Honor  ? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Witness:     I  think  so. 

Mr.  Griffin:     I  haven't  any  objection. 


United  States  of  America  103 

(Testimony  of  Sam  Green.) 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Le  Sourd:    We  have  no  objection. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Keesling:     No  objection. 

The  Court:  Exhibit  170  for  identification  may 
be  admitted. 

(Plaintiff's  Exhibit  170  admitted  in  evidence.) 

Q.  (By  Mr.  Patten)  :  These  refer  to  the  year 
1946,  do  they  not,  Mr.  Green,  except  that  one  which 
would  be  the  prior  month?  A.     Yes. 

Q.     Did  you  deliver  some  of  this  currency? 

A.    Yes. 

Q.  And  the  cash — in  the  cash,  and  certain  others 
of  these  you  did  not  deliver,  sir? 

A.     Yes.  [141] 

Q.    Do  you  know  who  would  have  delivered  it  I 

A.     No. 

Q.  And  you  obtained  a  receipt,  or  a  note  from 
the  x^erson  who  accepted  the  currency? 

A.    Yes. 

Q.  And  these  are  the  receipts  or  notations  which 
you  obtained  from  the  person  to  whom  the  currency 
was  delivered?  A.     That  is  right. 

Q.  Do  you  know  how  much  currency  was  deliv- 
ered to  Issaquah  Creamery  or  Alpine  Dairy,  or  em- 
ployees of  those  organizations,  during  the  year 
1946? 

A.     It  would  be  indicated  on  those  receipts. 

Q.     These  receipts  would  establish  that  amount? 

A.     I  think  so. 

Q.     Now,  then,  I  see  the  second  receipt  here  is 
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signed  by — is  in  the  amount  of  $396.80  and  is  signed 

by  H.  Bezeau.  Can  you  tell  us  wlio  Mr,  Bezeau  is'? 

A.     I  believe  lie  is  an  employee  of  Alpine  Dairy. 

Q.  Yes,  sir;  and  that  would  mean  the  money 
was  delivered  to  Mr.  Bezeau? 

Mr.  Griffin:    Objected  to  as  leading. 

The  Court:    Objection  sustained.  [142] 

Q.  (By  Mr.  Patten  continuing)  :  Would  the — 
you  or  an  employee  of  the  Oil  Company  obtain  a 
receipt  when  the  delivery  of  currency  was  made, 
sir?  Or  some  notation?  A.     I  believe   so. 

Mr.  Griffin:  If  the  Court  please,  I  thought  the 
witness  identified  these  as  being  the  transactions 
and  they  are  in  evidence. 

The  Court:  I  think  the  question  was  already 
answered,  Mr.  Griffin. 

Q.  (By  Mr.  Patten) :  And  it  was  obtained  from 
the  person  to  whom  it  was  delivered? 

A.     It  should  have  been. 

Q.  Were  these  receipts  deducted  on  the  books 
of  your  company,  taken  away  from  the  sales  price? 

Mr.  Griffin:     If  he  knows. 

Q.  (By  Mr.  Patten  continuing)  :  If  you  know, 
sir. 

Mr.  Griffin :    And  it  is  immaterial  at  this  stage. 

The  Court:  I  presume — I  don't  know  what  the 
materiality  is.  If  Counsel  represents  it  as  being 
material 

Mr.  Patten:  I  was  interested  in  whether  these — 
in  establishing  whether  he  knew  they  were  in  [143] 
the  nature  of  a  gift  or  whether  they  were  an  ordinery 
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business  transaction  which  they  computed  in  arriv- 
ing at  their  sales. 

Mr.  Griftin:  First,  it  is  immaterial,  and  if  he 
answers  that  question,  I  want  to  know  what  he  had 
to  do  with  the  books,  whether  he  is  competent  to 
answer. 

The  Court:    Mr.  Reporter,  read  the  question, 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     I  wouldn't  know. 

Mr.  Patten:    That  is  the  answer. 

I  ask  that  these  documents  be  marked  for  identi- 
fication as  Plaintiff's  Exhibit  170. 

The  Clerk:  Plaintife's  Exhibit  171  marked  for 
identification. 

(Plaintiff's  Exhibit   171  marked  for  identi- 
fication.) 

Mr.  Patten:     171. 

Q.  Did  you  personally  ever  deliver  currency  to 
the  Issaquah  Creamery  or  the  Alj^ine  Dairy  with- 
out obtaining  the  receipt  or  some  notation? 

A.     No. 

Q.  Handing  you  a  group  of  docmnents  marked 
for  [144]  identification  as  Plaintiff's  Exhibit  171, 
I  wdll  ask  you  if  you  will  identify  those,  please,  sir? 

A.     I  have  identified  them. 

Q.  Those  are  records  of  your  company,  are 
they,  sir?  A.    Yes. 

Mr.  Patten :  I  would  like  to  offer  Exhibit  171  in 
evidence. 

(Whereupon,  there  was  a  brief  pause.) 
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Mr.  Griffin:     No  objection. 

Mr.  Le  Sourd:    No  objection. 

Mr.  Keesling:     No  objection. 

The  Court :  Exhibit  171  for  identification  may  be 
admitted. 

(Plaintiff's  Exhibit  No.  171  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Patten) :  Referring  to  these,  Mr. — 
exhibit  171,  are  those — could  you  tell  us  what  those 
are,  please,  sir? 

Mr.  Griffin:  We  will  stipulate  they  are  all  dis- 
count checks  for  receipts  of  oil  or,  rather,  gasoline. 

Mr.  Patten:  You  stipulate  they  were  paid  to 
Mr.  Forster  or  employees  of  his  in  the  form  of 
currency  ? 

Mr.  Griffin:    I  will  so  stipulate.  [145] 

Mr.  Patten:  And  that  these  exhibits  correctly 
reflect  the  amounts  of  these  payments? 

Mr.  Griffin:    We  so  stipulate. 

Mr.   Patten:     We  accept  the  stipulation. 

The  Court:    You  accept  the  stipulation'? 

Mr.  Patten:    Yes. 

The  Court :    The  record  may  show  the  stipulation. 

Q.  (By  Mr.  Patten) :  I  notice  a  number  of 
these  are  signed  by  a  Mr.  Ribary.  Do  you  know  who 
Mr.  Ribary  is?  A.    Yes,  I  do. 

Mr.  Patten:  Will  you  further  stipulate  that  the 
signatures  appearing  on  the  documents  are  the 
signatures  of  the  people  they  purport  to  be? 

Mr.  Griffin:     Yes,  sir. 

The  Court:     The  record  may  so  show. 


United  States  of  America  107 

(Testimony  of  Sam  Green.) 

Mr.  Patten:  We  accept  the  stipulation.  Will  you 
stipulate  further  these  are  for  the  year  1947? 

Mr.  Griffin:    There  is  one  there,  I  think,  1948. 

Mr.  Patten:     It  relates  to  the  prior  month. 

Mr.  Griffin:    We  so  stipulate. 

The  Court:     The  record  may  so  show. 

Mr.  Patten:  I  ask  that  this  group  of  14  [146] 
slips  of  paper  be  marked  Government's  Exhibit 
next  in  order. 

The  Clerk:  Plaintife's  Exhibit  172  marked  for 
identification. 

(Plaintiff's  Exhibit  172  marked  for  identi- 
fication.) 

Mr.  Patten:  Perhaps  Counsel  will  be  willing  to 
stipulate  that  Exhibit  172  is  a  similar  group  of 
documents  ? 

Mr.  Griffin:    For  the  year  1948,  are  they? 

Mr.  Patten:    For  the  year  1948. 

Mr.  Griffin :  So  stipulate  to  the  full  extent  of  the 
stipulation  as  171. 

Mr.  Patten :  And  that  these  documents  represent 
the  delivery  of  currency  to  the  firms  Issaquah 
Creamery  and  Alpine  Dairy? 

Mr.  Griffin:  Certainly,  that  is  incorporated  in 
the  stipulation  of  171. 

Mr.  Patten:     We  accept  the  stipulation. 

Mr.  Le  Sourd:  We  have  no  objection  to  the 
stipulation. 

Mr.  Patten:  I  ask  that  this  group  of  13  slips  of 
paper  relating  to  the  calendar  year  1949  be  marked 
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for  identification  as  Government's  Exhibit  next  in 

order.  [147] 

The  Clerk:  Plaintiff's  Exhibit  No.  173  marked 
for  identification. 

(Plaintiff's  Exhibit  No.  173  marked  for  iden- 
tification.) 

Mr.  Keesling:    No  objection. 

The  Court:  All  right,  the  stipulation  as  stated 
by  Mr.  Griffin  may  show  in  the  record  as  having 
been  accepted  and  agreeable  to  all  defendants  and 
Exhibit  No.  172  is  admitted. 

(Plaintiff's  Exhibit  No.  172  admitted  in  evi- 
dence.) 

Mr.  Patten:  Your  stipulation,  I  assume,  will 
extend  to  170,  also? 

Mr.  Griffin:  It  was  proven  without  objection.  I 
don't  know  why  I  should  stipulate. 

Mr.  Patten:  I  may  have  overlooked  something. 
Will  you  extend  your  stipulation  to  Exhibit  173, 
which  are  a  group  of  documents  relating  to  the 
calendar  year  1949? 

Mr.  Grifdn:     We  will  so  stipulate. 

Mr.  Patten:  I  ask  permission  to  pass  these  to 
the  jury.  We  have  about  four  groups  of  them. 
They  all  serve  the  same  purpose  of  illustrating.  I 
think  we  can  split  them  up  and  pass  them  quickly. 

The  Court:  Mr.  Bailiff,  Mr.  Somervel,  one  to 
[148]  one  side  and  one  row,  and  the  others  to  the 
other  side  and  rows. 

(Whereupon,    exhibits    were    shown    to    the 
Jurors.) 
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Mr.  Le  Sourd:  The  proposed  stipulation  is  sat- 
isfactory. 

Mr.  Griffin:     No  objection. 

The  Court:  All  right,  the  stipulation  as  entered 
into  and  announced  by  Mr.  Griffin,  and  accepted  as 
to  171  may  be  applicable  to  173  and  Exhibit  173 
is  admitted. 

(Plaintiff's  Exhibit  No.  173  admitted  in  evi- 
dence.) 
***** 

CAROLINE  NUEKIRCHEN 

upon  being  called  as  a  witness  for  and  on  behalf  of 
the  Plaintiff  and  upon  being  first  duly  sworn,  testi- 
fied as  follows: 

Direct  Examination 

The  Clerk:    I  want  your  full  name  and  the  spell- 
ing of  your  name,  please. 

The  Witness:    Caroline  Neukirchen,  N-e-u-k-i-r- 
c-h-e-n  (spelling). 

Q.     (By  Mr.   Obenour) :     Will  you   state   your 
name,  please?  A.     Caroline  Neukirchen. 

Q.    Where  do  you  live.  Miss  Neukirchen? 

A.    Issaquah. 

Q.     And  where  are  you  employed? 

A.     Darigold  Farms,  Issaquah. 

Q.     And  how  long  have  you  been  there  employed? 

A.     I  have  been  in  their  employ  since  Jmie  of 
1952. 

Q.     And  before  that,  where  were  you  employed? 

A.     Issaquah  Creamery. 

Q.     Is  that  the  same  organization  that  has  since 
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been  taken  over  by  Consolidated,  now  known  as 

Darigold  Farms?  A.     Yes.  [240] 

Q.  And  when  were  you  first  employed  by  Issa- 
quah  Creamery?  A.     In  February,  1933. 

Q.     Pardon?  A.     February  of  1933. 

Q.  And  are  you  also  the  x^erson  that  has  been 
referred  to  as  ^^Kelly"  that  works  at  the  office 
there  ?  A.    Yes. 

Q.  Where  did  you  graduate  from  high  school, 
Miss  Neukirchen? 

A.  Graduated  in  1932  from  the  Issaquah  High 
School. 

Q.     Did  you  take  any  boold^eeping  there? 

A.     One  year  of  bookkeeping. 

Q.  And  you  went  to  work  how  long  after  that 
for  Issaquah  Creamery? 

A.    I  started  in  in  1933. 

Q.  And  was  your  sister  employed  there  at  that 
time  or  prior  to  that  time  ?  A.     Yes,  sir. 

Q.     And  her  name  was  what,  please  ? 

A.     Alice  Neukirchen. 

Q.  Who  owned  Issaquah  at  the  time  you  were 
first  employed  there;  Issaquah  Creamery? 

A.     Mr.  Forster,  I  believe.  *****   [241] 

Q.  By  1944,  or  1943  and  1944,  what  were  your 
duties  ? 

A.  I  was  a  billing — I  am  a  billing  clerk  and  most 
of  the  invoicing,  and  answer  the  telephone  and  take 
orders  and  take  out  the  order  sheets  and  take  the 
orders  out  to  the  plant  and  see  that  they  get  out 
on  the  trucks. 


United  States  of  America  111 

(Testimony  of  Caroline  Nuekirchen.) 

Q.  Did  you  have  anything  to  do  with  the  main- 
tenance of  accounts  receivable  ledger"? 

A.     Yes,  sir. 

Q.  Did  you  have  anything  to  do  with  the  main- 
taining of  records  maintaining  to  quotas  that  were 
set  during  the  war?  A.     Yes,  sir. 

*  *  *  *  *  [243] 

Q.  (By  Mr.  Obenour)  :  Who  instructed  you  not 
to  enter  any  items  in  the  cost  analysis  sheet? 

A.  I  received  instructions  from  Mr.  Forster  on 
one  occasion  that  I  can  remember  of. 

Q.     What  was  that  occasion? 

A.    On  ice  cream  sales. 

Q.  Did  you  receive  any  other  instructions  on 
items  not  to  post  to  that  cash  analysis  sheet? 

A.     Yes,  I  received  instructions  on  a  mix  account. 

Q.    From  whom  did  you  receive  that  instruction? 

A.    Mr.  Forster. 

Q.    What  mix  account  was  that? 

A.    Renton  Ice  Cream. 

Q.  Did  you  receive  any  other  instructions  not 
to  post  items  received  on  your  cost  analysis  sheet? 

A.     On  this — on  this  sheet  here,  sir? 

Q.    Yes. 

A.     No,  that  is  the  only  one  I  can  recall,  sir. 

Q.  What  year  did  you  receive  the  instructions 
from  Mr.  Forster  concerning  the  mix  account  of 
Renton  Ice  and  Ice  Cream  sales? 

A.     I  don't  remember ;  it  was  during  the  war,  sir. 

Mr.  Obenour:    I  ask  that  that  be  marked,  please. 
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The  Clerk:  Plaintiff's  Exhibit  245  marked  for 
identification. 

(Plaintiff's  Exhibit  No.  245  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Obenoiir) :  Do  you  remember  hav- 
ing accounts  receivable  cards  for  Walter  Ely? 

A.     Yes. 

Q.     Walter  Ely  Company? 

A.     Yes,  I  believe  I  do  remember  some. 

Q.     Clock  and  Company?  A.    Yes. 

Q.    R.  L.  Stephenson?  A.    Yes. 

Q.  You  had  accounts  receivable  for  all  three  of 
those? 

A.  To  the  best  of  my  knowledge,  I  do  believe 
I  had  a  card,  yes. 

Q.  And  do  you  know  what  the  sales  to  any  of 
those  three  companies  would  have  been? 

A.     No,  I  can't  remember. 

Q.     How  did — — 

A.     (Interposing)  :    Pardon  me. 

The  Court:    Do  you  have  something  to  add? 

The  Witness :  I  don't  know  whether  I  quite  un- 
derstood his  question. 

Q.  (By  Mr.  Obenour)  :  What  products  would 
be  sold  by  you  to  Walter  Ely,  Clock  and  Company, 
or  R.  L.  Stephenson  by  the  Issaquah  Creamery? 

A.  To  the  best  of  my  knowledge,  it  would  be 
butter. 

Q.  Do  you  have  a  column  in  that  book  for  but- 
ter sales  ?  A.     Yes,  sir. 
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Q.  And  did  you  have  an  accounts  receivable  for 
butter  sales  to  all  of  these  three? 

A.  Did  I  have  a  ledger  card  for  tliem?  To  the 
best  of  my  knowledge,  I  did  have  a  card  for  them. 

Q.  Did  you  receive  instructions  then  from  any- 
one as  to  why  checks  received  from  any  of  these 
three  companies  for  the  sale  of  butter  to  them 
would  not  be  posted  to  your  cost  analysis  sheet  and 
handled  as  income  to  Issaquah  Creamery? 

Mr.  Griffin:    Object  to  the  foiiii  of  that  question. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  What  would 
you  do  with  the  [255]  checks  that  you  would  receive 
and  post  on  the  cost  analysis  sheets? 

A.  What  would  I  do  mth  the  checks  received? 
They  would  go  into  the  cash  drawer  for  deposit. 

Q.     Pardon? 

A.  They  would  go  into  the  cash  drawer  for  de- 
posit. 

Q.    Deposit  where?  A.     In  the  bank. 

Q.    What  bank? 

A.  Well,  formerly  known  as  the  Issaquah  State 
Bank,  and  then  I  believe  it  was  changed  over  to 
the  Washington  State  Bank. 

Q.  Did  you  make  out  deposit  slips  for  any  of 
those  deposits? 

A.  I  may  have,  but  I  was  not  the  usual  one  to 
make  out  the  deposits. 

Q.     Have  you  done  it  ? 

A.     Yes,  I  have  done  it. 
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Q.  And  to  what  account  would  that  money,  en- 
tered from  the  cash  drawer,  be  deposited"? 

A.  To  the  Issaquah  Creamery  Company,  to  the 
best  of  my  knowledge,  sir. 

Q.  Did  you  also  have  a  card  for  the  Casein  Com- 
pany of  America,  an  accounts  receivable  card? 

A.     I  don't  recall,  sir. 

Q.  Handing  you  what  has  been  marked  for  iden- 
tification as  Plainti:ffi's  Exhibit  245,  can  you  identify 
that,  please? 

A.     No,  I  cannot  identify  it. 

Q.     You  cannot  identify  it? 

A.  Not  this.  To  the  best  of  my  knowledge,  I  can- 
not. 

Mr.  Obenour:     Give  me  235,  please. 

The  Clerk:     235? 

Mr.  Obenour:     Yes. 

(Whereupon,  Exhibit  235  was  handed  to  Mr. 
Obenour  by  the  Clerk.) 

Q.  (By  Mr.  Obenour)  :  Did  you  state  you  were 
also  a  billing  clerk  ?  A.     Yes,  sir. 

Q.  And  what  would  your  duties  as  billing 
clerk  be? 

A.    Making  out  invoices  for  orders  received. 

Q.     Pardon  ? 

A.     Making  out  invoices  for  orders  received. 

Q.  Would  they  show  the  amount  that  was  re- 
ceivable then  for  your  company  from  whomever 
purchased  the  articles  ?  A.     Yes.  [257] 

The  Court:    What  was  your  answer? 

The  Witness:     "Yes." 
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Q.  (By  Mr.  Obenour)  :  Handing  you  what  has 
been  marked,  identified  as  235,  and  identified  as 
checks  of  Walter  Ely  Company,  Clock  and  Com- 
pany and  R.  L.  Stephenson  for  the  sale  of  butter 
by  Issaquah  Creamery  to  those  respective  compa- 
nies, I  will  ask  you  to  examine  those  three  checks 
and  can  you  identify  them? 

Mr.  Griffin:  I  don't  understand  the  question,  if 
the  Court  please.  The  checks  are  in  evidence.  There 
is  no  matter  of  identification. 

The  Court:  Are  you  asking  whether  she  ever 
saw  them  before? 

Mr.  Obenour :     Yes,  sir. 

The  Court:     That  is  the  question? 

Mr.  Obenour :     Yes,  sir. 

The  Court:  The  question  is:  Have  you  ever 
seen  those  before? 

The  Witness:     I  wouldn't  know,  sir. 

Q.     (By  Mr.  Obenour  continuing):    Pardon? 

A.  I  wouldn't  know  whether  I  had  seen  those 
particular  checks  before. 

Q.     Can  you  determine  from  the  endorsement? 

A.  It  says  "Pay  to  the  order  of  the  Issa- 
quah State  Bank,  Issaquah,  Washington,  Issaquah 
Creamery  Company,  Alpine  Dairy  Products  and 
Hans  Forster,"  but  I  wouldn't  necessarily  have  been 
the  one  to  receive  them. 

Q.  Can  you  tell  whether  any  of  these  checks 
have  been  handled  by  you  as  posted  on  the  sheets 
and  on  the  accoimts  receivable  cards  of  these  three 
comx^anies? 


116  Hans  Forster  vs. 

(Testimony  of  Caroline  Nuekirciien.) 

A.  I  wouldn't  know,  sir,  unless  I  had  tlie  in- 
voices to  prove  it. 

Q.  Would  there  be  any  reason  why  these  checks, 
having  been  received  in  your  office  in  the  normal 
course  of  business,  would  not  have  been  posted  by 
you  upon  the  sales  analysis  sheets  and  respective 
accounts  receivable  cards  kept  by  you? 

A.  That  is  a  long  question.  Would  you  repeat 
it,  please? 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  (Continuing) :  Unless  I  never  actually  re- 
ceived the  check  myself,  I  wouldn't  know  anything 
about  it. 

Q.  (By  Mr.  Obenour) :  Were  those  in  your 
duties  to  so  do  those  [259]  things,  maintain  the  cost 
of  the  sales  analysis  sheet  and  the  accounts  receiv- 
able cards? 

Mr.  Grriffin:  Objected  to  as  cross-examination  of 
his  own  witness. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  Would  there 
be  any  reason  why  you  would  have  to  ask  in  what 
manner  to  handle  a  sale  of  butter,  of  money  re- 
ceived from  the  sale  of  butter? 

A.  I  can't  recall,  sir,  that  there  would  be  any 
reason. 

Q.     Pardon? 

A.  I  can't  recall  that  there  would  be  any  reason 
to  inquire  if  I  had  the  invoice  for  it. 
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Q.  That  would  be  the  normal  system  of  your 
books  that  you  described ;  would  that  be  an  account 
that  would  be  handled  under  the  nonnal  system  of 
accounts  that  you  have  described  and  for  the  Sys- 
tem Sales  Sheets  and  accounts  receivable? 

A.    Yes. 

Q.  Did  you  have  a  Consolidated  Dairy  Products 
accounts  receivable  card? 

A.     I  may  have;  I  do  not  recall. 

Q.  And  do  you  ever  remember  receiving  checks 
[260]  for  the  sale  of  casein? 

A.     Yes,  I  can  remember  receiving  some. 

Q.    When  was  that? 

A.    What  year,  I  could  not  say. 

Q.     What  did  you  do  with  those  checks? 

Mr.  Griffin:  Objected  to  as  immaterial,  and  in- 
competent, if  the  Court  please,  unless  it  is  within 
the  period  of  the  Indictment. 

The  Court :  Well,  the — apart  from  that,  it  seems 
to  me  that  the  question  here  is,  the  answer  is,  very 
general,  and  I  certainly 

Mr.  Obenour  (Interposing)  :    Yes,  sir. 

Q.  (By  Mr.  Obenour)  :  In  the  normal  course 
of  your  duties  and  performance  of  your  duties  as 
set  forth  there,  how  would  a  check  received  for  the 
sale  of  casein  be  handled  by  you  ? 

A.  I  would  have  —  \Ye  have  no  casein  column 
here.  I  would  have  had  to  write  it  in,  or  else  put 
it  in  the  miscellaneous  column. 

Q.  And  to  what  account  receivable  card  did  you 
make  entry  then? 
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A.     To  whichever  account  it  was  invoiced  to. 

Q.  Do  you  ever  remember  receiving  checks  for 
the  sale  of  Plastic  Cream?  [261] 

A.     I  cannot  remember  any  such. 

Q.  Do  you  ever  remember  receiving  checks  for 
the  sale  of  corn  sugar? 

A.     Corn  sugar?  If  I  did,  I  don't  remember,  sir. 

Q.  Were  there  accounts  set  up  for  that;  either 
corn  sugar  or  Plastic  Cream  on  your  sales  analysis 
sheets  ? 

A.  Not  to  my  knowledge,  sir,  unless  it  was  put 
in  the  miscellaneous  colunm. 

Q.  Would  that  be  the  manner  you  would  handle 
such  a  sale? 

A.     It  could  very  possibly  be. 

Q.     In  what  account  ?  A.     In  miscellaneous. 

Q.  Have  you  ever  had — do  you  have  an  account 
receivable  card  from  Anialgammated  Sugar  or  Holly 
Sugar?  A.     No,  I  don't,  sir. 

Q.  Do  you  have  a  column  there,  I  believe,  for 
freight  ? 

A.     Yes,  I  see  one  here  for  freight. 

Q.  Do  you  remember  receiving  checks  from 
Holly  Sugar  or  Amalgaixanated  Sugar  for  freight 
performed  by  Issaquah  Creamery? 

A.     No,  I  do  not. 

Q.     Pardon?  [262] 

A.     I  do  not  remember  that  I  received  any. 

Q.  And  how  would  such  a  transaction  be  han- 
dled under  your  system  ? 
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Mr.  Griffin:  Objected  to  as  improper,  inasmuch 
as  she  has  no  recollection. 

The  Court:  She  stated  she  had  no  recollection 
of  anything  she  may  have  done,  had  she  received 
it.  It  doesn't  seem  to  be  material. 

Q.  (By  Mr.  Obenour)  :  For  what  purpose  was 
the  freight  column  included  in  your  sales  analysis 
sheet  ? 

A.  I  don't  recall  right  offhand,  sir,  but  I  can 
remember  making  invoices  out  where  we  prepaid 
the  freight  and  marked  it  on  the  invoice,  and  the 
customer  in  turn  would  pay  the  freight  charges 
back  to  us,  prepaid,  without  having  to  bother  pay- 
ing for  it  on  the  other  end,  but  they  still  Avanted 
to  pay  for  the  freight  so  I  showed  it  on  the  invoice. 

Q.     And  how  would  that  transaction  be  handled? 

A.     I  don't  know  quite  what  you  mean. 

Q.  How  would  you  handle  the  receipt  of  such 
a  check  •? 

A.     Of  that  freight  part  of  it? 

Q.    Yes. 

A.     I  would  put  it  under  this  freight  column. 

Q.  Did  you  ever  prepay  the  freight  for  anything 
[263]  purchased  by  Issaquah  Creamery? 

A.     Did  I  ever  prepay? 

Q.  Did  Issaquah  Creamery  ever  prepay  any 
freidit  for  which  it  would  send  billings? 

A.  The  only  thing  that  I  can  remember  is  that 
we  shipped  out  our  mix  freight  prepaid. 

That  was  figured  right  in  the  price  of  the  mix. 
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so  apparently   it   was   shipped   out   lorepaid.    The 

freight  was  prepaid. 

Q.  Did  you  ever  receive  checks  for  any  freezers, 
ice  cream  freezers,  sold  by  Issaquah  Creamery  % 

A.     I  don't  recall,  sir. 

Q.  Did  you  have  any  provision  for  taking  care 
of  any  other  items  that  might  be  sold  by  Issaquah 
Creamery  other  than  the  normal  ones  transacted 
for  which  there  are  cohnims? 

A.     There  possibly  could  have  been. 

Q.  Would  that  be  under  the  miscellaneous  col- 
imrn?  A.     It  could  be. 

Q.  Do  you  recall  maintaining  records  for  over- 
runs of  ice  cream,  starting  from  1943? 

Mr.  Grif&n:  Objected  to  as  incompetent,  irrele- 
vant and  immaterial,  and  without  the  period.  [264] 

The  Court:  Objected  to — I  mean,  the  ruling  to 
that  objection  is  it  will  be  overruled.  I  think  before 
she  may 

Mr.  Grriffin  (Interposing)  :    It  assumes  something. 

The  Court:  Yes,  on  that  ground,  I  think  the 
question  is  objectionable. 

Q.  (By  Mr.  Obenour  continuing)  :  Did  you  ever, 
in  your  duties  maintain  records  of  the  production 
of  ice  cream  and  ice  cream  mix  made  by  Issaquah 
Creamery?  A.     The  production  of? 

Q.     Yes.  A.     No,  sir. 

Q.  Did  you  keej)  records  of  the  ice  cream  and 
ice  cream  mix  sold  to  your  customers  ? 

A.    Yes. 
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Q.  Would  you  keep  records  of  the  quantities 
sold  to  them?  A.     Yes. 

Q.  For  what  purpose  did  you  keep  track  of  the 
quantities  sold  to  yoiu^  customers? 

A.  Because  during  the  war  period,  there  was  a 
quota. 

Q.    What  was  that  quota  ?  [265] 

A.  It  would  be  different  eveiy  month,  a  certain 
percentage. 

Q.     That  would  be  a  percentage  of  what? 

A.  Of  the  mix  that  they  had  purchased  in  the 
base  period. 

Q.     From  whom  would  you  get  that  information? 

A.     Mr.  Erickson. 

The  Court:     Mr.  Whom? 

The  Witness:     Mr.  Erickson. 

Q.  (By  Mr.  Obenour)  :  For  what  reason  would 
you  be  given  this  information  pertaining  to  the 
quotas  by  Mr.  Erickson? 

A.  That  was  an  order  from  the  War  Food  Ad- 
ministration. 

Q.  For  what ;  order  for  what  ?  Pardon  me,  what 
was  the  order  from  the  War  Food  Administration?- 

A.  There  was  a  quota  established  on  the  amount 
of  mix  that  you  could  manufacture. 

Q.  And  why  would  you  be  given  that  infonna- 
tion? 

A.  Because  we  were  to  give  equal  distribution 
to  our  mix  accoimts. 

Q.  Did  you  ever  exceed  the  distribution  to  be 
given  each  account? 
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Mr.  Griffin:     Objected  to  as  immaterial. 

The  Court:     Objection  sustained.  [266] 

Q.  (By  Mr.  Obenour  continuing)  :  What  was 
your  system  of  keeping  these  accounts,  Miss  Neu- 
kirchen  ? 

A.  Each  account,  I  would  keep  a  record  of  how 
much  mix  they  were  entitled  to  receive  within  that 
month,  and  if  I  made  delivery,  I  would  keep  sub- 
tracting away  from  it. 

Q.     You  would  keep  subtracting  away  from  it? 

A.     Yes. 

Q.  What  was  the  system  used  there  by  which 
you  accounted  for  the  sales  made  by  your  drivers^ 

A.  Well,  the  drivers  would  check  in  at  night, 
and  I  wouldn't  always  do  that  work,  sir,  so  I  will 
tell  you  of  the  times  I  did  it. 

Mr.  Le  Sourd:    I  didn't  hear  that. 

A.  (Continuing)  :  I  would  check  in  the  drivers 
at  night,  the  sales  slips. 

Q.  (By  Mr.  Obenour) :  And  what  would  these 
sales  slips  be? 

A.     They  would  be  both  charge  and  cash  slips. 

Q.    Do  you  know  what  a  load  slip  is? 

A.     The  driver's  load  sheet? 

Q.     Yes.  A.    Yes. 

Q.     What  is  that,  please  ?  [267] 

A.  That  gives  a  description  of  how  much  the 
driver  took  out  on  his  truck,  and  when  he  came 
back  in  at  the  end  of  the  day,  he  would  be  checked 
back  in. 

Q.     Aiid  what  would  be  on  that  load  slip? 
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A.     The  items  that  were  pertinent  to  his  truck. 

Q.     Pardon? 

A.     Whether  ice  cream  or  butter. 

Q.  What  would  be  on  the  load  slip  when  he  went 
out  in  the  morning? 

A.     The  amount  that  he  had  on  his  truck. 

Q.     What  would  it  show  when  he  got  back? 

A.     The  amoimt  left  on  his  truck. 

Q.  What  would  he  have  to  show  for  the  amount 
sold  during  the  day? 

A.     That  would  be  the  slip  turned  in. 

Q.  Would  there  be  any  money  turned  in  for  the 
slips?  A.     Yes,  sir;  for  the  cash  slips. 

Q.  Who  would  check  out  then  these  load  slips 
with  the  sales  slips  and  money? 

A.     Miss  Krall  was  doing  that  most  of  xhe  time. 

Mr.  Le  Sourd:     I  didn't  get  the  answer. 

The  Court :  Would  you  repeat  the  answer,  please  ? 

A.  (Continuing) :  Miss  Krall  was  the  one  that 
usually  handled  that. 

Q.  (By  Mr.  Obenour)  :  What  would  she  then 
do  with  this  information? 

A.  She  would  recap  it  to  the  total  number  of 
gallons,  quarts,  pints,  dozens  of  bars,  and  re-bill  it 
out  on  another  invoice  and  hang  it  on  our  cash 
spindle. 

Q.  Would  she  make  any  sort  of  a  tape  on  the 
amount  ? 

A.  The  tape  would  be  made  on  the  cash  slips  to 
determine  how  much  money  the  driver  should 
turn  in. 
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Q.     Who  would  run  that  tape  first  ? 

A.     Ordinarily,  it  would  be  Miss  Krall. 

Q.  And  what  would  that  taiDe  show,  again?  Par- 
don me,  I  didn't  understand.  What  do  you  mean  by 
the  tape,  now  ?  *  A.    The  adding  machine  tape. 

Q.     The  adding  machine  tape? 

A.     Of  the  cash  sales. 

Q.     Of  the  cash  sales. 

A.  Would  determine  how  much  money  she  was 
to  collect  from  the  driver. 

Q.  And  that  would  be  then  checked  out  against 
the  load  slip  ?       A.    Along  with  the  charge  slips,  yes. 

Q.  Along  with  the  charge  slips;  and  what  would 
she  do  with  this  information? 

A.  She  would  break  it  down  into  the  total  num- 
ber of  gallons  or  quarts  or  pints  and  rebill  it  on 
another  invoice  and  hang  it  on  our  cash  spindle,  and 
that  is  the  one  I  used  to  go  on  to  my  recap  sheet. 

Q.     And  Vvhat  did  you  do  with  this  information? 

A.  I  would  break  it  down  as  to  whether  it  be- 
longed to  ice  cream  or  butter  or  pop,  or  whatever 
that  recap  slip  showed. 

Q.    What  would  you  do  with  the  charge  sheets? 

A.     The  charge  accounts? 

Q.    Yes. 

A.     I  would  post  them  to  my  ledger  card. 

Q.    You  would  post  them  to  your  ledger  card? 

A.    Yes. 

Q.     And  what  did  you  do  then  with  the  cash  sales? 

A.  Well,  the  cash  sales  would  be  broken  down 
into  whether  it  was  ice  cream  or  butter,  over  here 
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on  my  recap  and  then  brought  down  to  the  l^ottom 
of  the  page,  and  put  into  usually  the  particular 
cash  sales  [270]  or  charge  sales. 

Q.  During  1944  and  1945,  did  you  post  all  of 
the  cash  receipts  from  the  drivers  upon  that  cash 
analysis  sheet? 

Mr.  Grriffin:  Just  a  moment.  Object  to  the  form 
of  the  question,  including  the  year  1944,  not  ma- 
terial and  incompetent. 

The  Court:    What  is  the  purpose  of  1944? 

Mr.  Obenour:  Showing  the  period  in  which  this 
practice  begun,  and  over  which  it  continued.  There 
is  some  of  the  information  included  in  the  year  1945. 

The  Court :  As  a  preliminary  question,  the  Court 
will  permit  it  and  overrule  the  objection. 

The  Witness:  You  will  have  to  state  your  ques- 
tion again. 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,   preceding  question  was  read, 
by  the  reporter.) 

A.     No,  sir;  I  didn't. 

Q.  (By  Mr.  Obenour)  :  At  whose  instructions 
did  you  not  post  it  to  the  sales  analysis  sheet? 

A.    Mr.  Forster. 

Q.  And  when  did  you  receive  those  instructions 
[271]  from  Mr.  Forster? 

A.  I  don't  remember  what  day  or  what  month 
or  what  year.  I  just  remember  he  instructed  me. 

Q.     When  was  it,  generally?  A.     Pardon? 

Q.  When  vv^as  it  generally,  to  the  best  of  your 
recollection?  A.     During  the  quota  period. 
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Q.     When  was  the  quota  period? 

A.      During  the  War,  that  is  all  I  could  remember. 

Q.  Did  you  post  all  of  the  charge  slips  to  the 
accounts  receivable  cards  of  your  customers? 

A.     No. 

Q.  Upon  whose  instructions  did  you  not  post  all 
of  the  charge  slips  to  the  accounts  receivable  cards? 

A.  I  received  some  instructions  from  Mr.  Fors- 
ter and  Mr.  Erickson. 

Q.     Pardon? 

A.     Mr.  Forster  and  Mr.  Erickson. 

Mr.  Obenour:  I  don't  think  they  heard  the  full 
answer,  please. 

The  Witness:     Mr.  Forster  and  Mr.  Erickson. 

The  Court:     Can  all  the  Jury  hear  all  right? 

A  Juror:     I  got  that  last.  [272] 

Q.  (By  Mr.  Obenour) :  What  did  you  do  with 
the  charge  slips  delivered  that  you  would  not  post 
to  the  accounts  receivable  card  of  the  customer? 

Mr.  Griffin:  May  I  have  that  question,  your 
Honor  ? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  I  would  retain  them  in  the  drawer  in  my 
desk. 

Q.  (By  Mr.  Obenour)  :  At  whose  instructions 
would  you  do  this? 

Mr.  Griffin:  If  the  Court  please,  I  object  to  the 
form  of  the  question.  It  assumes  something. 

The  Court:     Objection  sustained. 
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Q.  (By  Mr.  Obenour  continuing)  :  Did  you  re- 
ceive instructions  to  put  these  unposted  charge  slips 
into  your  desk? 

A.     I  was  not  instructed  to  put  them  in  my  desk. 

Q.     What  were  you  instructed  to  do? 

A.     Not  to  post  them. 

Q.  For  what  reason  then  did  you  put  them  in 
your  desk? 

Mr.  Griffin:     Objected  to  as  immaterial.  [273] 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  Would  you 
receive  payment  for  these  unposted  charge  slips? 

A.    Would  you — would  you  repeat  that  back? 

Q.  Would  you  receive  payment  for  these  un- 
posted charge  slips? 

A.     Yes,  I  can  recall  one  I  got,  sir. 

A  Juror:  We  can't  hear.  *****  [274] 

Q.  And  what  is  the  last  entry  prior  to  that  date 
on  the  Renton  Ice  and  Ice  Cream  Accounts  Receiv- 
able card? 

A.  I  have  the  posting  as  of  December  10,  1943, 
for  a  credit  of  $218, 

Q.     What  is  the  next, 

A.     (Continuing)  :    Which  balances  the  account. 

Q.  Pardon  me.  What  is  the  next  entry  then  on 
the  Renton  Ice  and  Ice  Cream  card? 

A.     October  23,  1944. 

Q.  Now,  what  are  the  dates  of  those  other  state- 
ments and  customer  invoices  and  checks  on  there? 

A.     Upon  this,  now? 

Q.    Yes,  upon  the  first  one. 
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A.     The  statement  is  dated  February  15,  1944. 

Q.     Is  that  on  there,  posted  onto  the  146,  or  2461 

A.     No,  sir;  it  is  not.  [286] 

Q.  Are  any  of  those  statements  and  bills  posted 
onto  the  accounts  receivable  card  of  Renton  Ice 
and  Ice  Cream,  any  of  those  statements  of  Exhibit 
200?  A.     No,  I  cannot  find  them. 

Q.  At  whose  instructions  were  those  statements 
and  payments  by  check  not  put  upon  the  accounts 
receivable  card  of  Renton  Ice  and  Ice  Cream? 

Mr.  Griffin:  Objected  to  the  form  of  that  ques- 
tion. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  Did  you  re- 
ceive instructions  as  to  whether  or  not  those  should 
be  posted  to  the  Renton  Ice  and  Ice  Cream  accounts 
receivable  card? 

A.     Yes,  I  did  receive  instructions. 

Q.  And  who  instructed  you  not  to  post  those 
into  that  account  card? 

A.     Mr.  Forster. 

Q.  Where  would  you  keep  the  statement  x^end- 
ing  receipt  of  the  check  in  payment  for  it? 

A.  I  did  not  make  the  statements.  I  just  kept 
the  invoices. 

Q.  All  right,  where  did  you  keep  the  invoices 
pending  payment  of  the  articles  received? 

A.     In  my  desk.  [287] 

Q.  Were  you  instructed  to  keep  them  pending 
receipt  of  the  payment  for  them? 

A.     Yes,  sir. 
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Q.     And  who  instructed  you  to  keep  them? 

A.     Mr.  Forster. 

Q.     And  how  did  he  instruct  you  to  keep  them? 

A.  He  just  told  me  to  keep  them  in  my  desk 
until  the  check  came  in. 

Q.  And  after  you  received  the  check  in  payment 
for  those  customer  invoices  in  your  desk,  what 
would  you  then  do  with  the  invoice  and  the  check? 

A.     I  would  give  them  to  Mr.  Forster. 

Q.     Where  did  you  give  them  to  Mr.  Forster? 

A.     In  the  Issaquah  office. 

Q.     Speak  wp,  please. 

A.     In  the  office. 

Q.    Where  in  the  office? 

A.     I  don't  quite  understand  your  question,  sir. 

Q.  Did  Mr.  Forster  maintain  his  office  at  the 
Issaquah  office  at  this  time? 

A.     He  had  an  office  within  our  office. 

Q.     And  did  he  have  a  desk  in  that  office? 

A.    Yes,  sir. 

Q.  And  what  would  you  then  do  with  these 
checks  and  the  accompanying  invoices  after  you  had 
received  [288]  them? 

A.     I  was  told  to  put  them  inside  his  desk. 

Q.     By  whom?  A.     By  Mr.  Forster. 

Q.     Where  inside  his  desk? 

A.     There  was  a  top  drawer  that  you  i:)ulled  out. 

Q.    And  what  were  you  to  do? 

A.     Lay  them  inside  there. 

Q.     Did  you  do  that  in  each  instance? 

A.     There  may  have  been  some   occasion  Avhen 
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tlie  desk  drawer  was  locked  and  that  I  would  hold 
them  or  give  them  to  him  when  I  would  see  him, 
or  give  them  to  Mr.  Erickson. 

The  Court:     What  was  the  last? 

A.  (Continuing)  :  I  would  either  hold  the  in- 
voices and  the  check  in  my  desk,  and  hand  them 
personally  to  Mr.  Forster,  or  I  would  give  them  to 
Mr.  Erickson  if  the  desk  drawer  was  locked. 

Q.  (By  Mr.  Obenour)  :  Pardon  me,  these  were 
all  charges,  is  that  correct? 

A.     To  the  best  of  my  knowledge,  yes. 

Q.  I  believe  you  have  also  stated  now  as  to  in- 
structions pertaining  to  cash  sales.  Did  you  receive 
instructions  pertaining  to  cash  sales  that  [289]  you 
would  have  received  in  the  recap  from  the  drivers  ? 

A.     Yes,  I  did  have  instructions. 

Q.     And  who  gave  you  those  instructions? 

Mr.  Griffin:    Objected  to  as  rexDetitious. 

The  Court:  As  I  recall,  the  instructions  x>rior 
were  as  to  quota  sales.  I  don't  recall  it  was  neces- 
sarily the  same  question.  The  Court  will  overrule 
the  objection.  Do  you  imderstand  the  question?  I 
will  ask  the  reporter  to  read  the  last  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:     This  is  with  relation  to  cash  sales? 

Mr.  Obenour :     Yes,  sir. 

A.     To  any  cash  slips? 

Q.     (By  Mr.  Obenour) :     Yes. 

A.  I  received  some  instructions  from  Mr.  Erick- 
son and  Mr.  Forster.  *****   [290] 
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Q.     (By  Mr.  Obenour)  :    What  slips'? 

A.     It  was  an  ice  cream  slip. 

Q.  And  was  there  any  money  attached  to  the 
slip  ?  A.     Yes. 

Q.  What  would  you  do  then  with  the  slip  and 
attached  money  ? 

A.     I  was  to  put  them  into  Mr.  Forster's  desk. 

Q.  What  would  you  then  do  as  to  the  driver's 
load  sheet  and  to  the  tape  attached  thereto,  pertain- 
ing to  the  sales  made  by  the  driver  that  day  ? 

A.  We  would  re-run — make  a  re-run  of  the  add- 
ing machine  tape  for  the  slips  that  were  being  put 
through  the  books. 

Mr.  Le  Sourd:     I  couldn't  hear. 

The  Court:    Mr.  Reporter,  read  the  answer. 

(Whereupon,  preceding  answer  was  read  by 
the  reporter.)  [294] 

Q.  (By  Mr,  01)enour)  :  What  did  you  do  with 
the  old  tape  that  would  show  the  returns  as  made 
originally  by  the  driver  and  recapped  by  Miss 
Krall? 

A.     I  don't  recall  what  was  done  with  them. 

Q.  What  did  you  do  with  the  new  tape  that  was 
run? 

A.     That  would  be  attached  to  the  cash  slip. 

Q.  What  would  be  the  purpose  of  attaching  the 
new  tape  to  the  cash  slips'? 

A.  So  that  the  amount  of — when  you  added  up 
the  cash  slips,  they  would  equal  the  amount  of  the 
tape. 
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Q.  What  did  you  do  with  the  tape  and  the  cash 
slips  you  had  retained "? 

A.  They  were  stapled  to  the  load  sheet  and  filed 
away  in  the  drawer  after  the  recap  had  been  made 
and  put  on  the  cash  spindle. 

Q.  What  information  would  you  then  make  of 
the  cash  slips  and  the  recap  tape  that  you  have  thus 
acquired  as  to  the  sales  analysis  sheet! 

I  will  rephrase  the  question. 

Was  the — were  the  slips  finally  stapled  together 
with  the  new  tape — ^would  that  show  what  informa- 
tion you  had  posted  to  the  sales  analysis  [295] 
sheet  ? 

A.  Well,  that  would  be  taken  off  of  the  girls' 
recap  sheet,  yes. 

Q.  These  slips  that  were  withheld  and  the  money, 
were  they  run  through  the  deposit  of  the  Issaquah 
Creamery,  to  its  account  in  the  Issaquah  State 
Bank?  A.     Not 

Mr.  Griffin  (Interposing) :  If  she  knows,  she 
said  she  did  not  handle  that. 

A.     (Continuing)  :    I  do  not  know  that  they  were. 

Q.  (By  Mr.  Obenour)  :  Did  you  make  deposit 
slips  from  the  cash  drawer  for  deposit  to  the  Issa- 
quah State  Bank? 

A.  I  was  not  the  usual  one  to  make  up  the 
deposit. 

Q.     Did  you  make  them? 

A.     I  have  made  them,  yes. 

Q.  Would  you  include  the  money  you  put  into 
Mr.  Forster's  drawer  on  any  of  those  deposit  slips 
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you  would  make  up  for  the  Issaquali  State  Bank 

for  the  account  of  the  Issaquah  Creamery? 

A.     No,  sir. 

Q.  Did  you  ever  make  up  any  deposit  slips  for 
Mr.  Forster  for  deposit  into  198?  [296] 

A.     I  don't  know  what  198  is. 

Q.     Pardon  ?  A.I  don't  know  what  198  is. 

Q.     You  don't  know  what  198  is  ?  A.    No,  sir. 

Q.  Did  you  ever  discuss  this  practice  with  Mr. 
Erickson  after  you  had  been  following  the  instruc- 
tions of  Mr.  Forster? 

A.  I  have  talked  to  Mr.  Erickson  about  it.  I 
don't  know  whether  it  was  previous,  or  afterwards. 

Q.  Did  you  also  handle  the  Daisy  Ice  Cream 
account  ?  A.     I  recapped  the  sales  of  it. 

Q.     Pardon? 

A.     I  recapped  the  sales  of  it. 

Q.     You  recapped  the  sales  ?  A.     Yes,  sir. 

Q.  Did  you  receive  the  Daisy  Ice  Cream  delivery 
slips? 

A.  If  you  call  invoices  and  drivers'  load  sheets 
that,  yes. 

Q.  That  would  be  a  similar  system  of  load  sheets 
and  attached  invoices  ?  A.     Yes,  sir. 

The  Court:     Similar  to  Renton?  [297] 

Mr.  Obenour:  Yes.  No,  pardon  me,  sir.  Similar 
to  Issaquah. 

Q.  (By  Mr.  Obenour)  :  What  was — was  Daisy 
Ice  Cream  also  distributing  ice  cream  and  mix  to 
your  knowledge? 

A.     Distributing  ice  cream. 
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Q.  Distributing  ice  cream ;  what  would  the  loads 
then  of  the  drivers  be  ?  What  would  the  product  be 
on  the  load  slips  of  the  drivers'? 

A.     Ice  cream. 

Q.  Would  you  withdraw  any  of  the  delivery 
slips  of  the  drivers  of  Daisy  Ice  Cream  in  a  manner 
similar  to  what  you  have  described  for  the  drivers 
of  Issaquah  1  A.    Yes,  sir. 

Q.     Pardon  1  A.     Yes,  I  would. 

Q.     At  whose  instructions  would  you  do  this  I 

A.     Mr.  Erickson. 

Q.  And  what  would  you  do  with  those  with- 
drawals ? 

A.  I  just  put  them  and  filed  them  away  in  the 
basement. 

Q.     Pardon  ? 

A.     I  just  filed  them  away  in  the  basement. 

Q.  Would  those  drivers'  slips  with  the  attached 
customer  invoices  have  tapes  on  them  showing  the 
total  [298]  sales  daily  by  each  driver? 

A.     Yes,  sir. 

Q.  Would  you  re-run  a  tape  for  each  of  the 
drivers  of  the  Daisy  Ice  Cream  in  the  same  maimer 
you  have  described  for  Issaquah  Creamery? 

A.     Yes,  sir. 

Q.     Pardon?  A.     Yes,  sir. 

Q.  And  what  did  you  do  with  the  old  tape  that 
would  have  been  attached  to  the  drivers'  sheets  for 
Daisy  Ice  Cream? 

A.     I  don't  recall  what  was  done  with  them. 

Q.     What  did  you  do  with  the  new  tape  that  you 
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would  run  on  the  remaining  customer  invoices  at- 
tached to  the  drivers'  load  sheets'? 

A.    It  would  be  stabled  to  those  invoices. 

Q.     And  what  did  you  do  with  those? 

A.  They  would  be  recapped  on  a  big  sheet  as  to 
the  total  number  of  gallons  and  quarts  and  pints. 
That  went  into  my  sales  analysis  sheets. 

Q.  And  the  others  that  were  withdrawn,  what 
did  you  do  with  them? 

A.     I  would  file  them  away. 

Q.  Would  you  post  them  in  any  way  on  the 
records  maintained  by  you?  [299] 

A.  I  did  not  post  them  on  any  records  I  main- 
tained. 

Q.  Would  you  give  them  to  anyone  to  post  on 
any  records  maintained  by  your  company? 

A.     No,  I  did  not. 

Q.  Would  you  keep  track  of  the  charge  accounts 
made,  to  the  charge  accounts  service  by  the  Daisy 
Ice  Cream  drivers  ?  A.     Yes,  sir. 

Q.  AVhich  amount  would  you  keep  track  of,  all 
of  the  accoimts  receivable  customers  of  Daisy? 

A.     I  don't  understand  the  question. 

Q.  Did  you  maintain  records  of  accoimts  re- 
ceivable of  Daisy  customers  ? 

A.     Yes,  I  have  ledger  cards. 

Q.  And  would  the  entire  amount  of  delivery 
prior  to  withholding,  be  the  amount  entered  Tipon 
the  respective  customer  cards? 

A.  I  don't  recall  withholding  any  of  the  charge 
accounts. 
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Q.     Any  of  the  charge  accounts'?  A.     No. 

Q.     What  would  be  withheld? 

A.     It  would  be  cash  slips. 

Q.     It  would  be  cash  slips'?  [300] 

A.     But  not  the  cash. 

Q.     Did  you  make  sales  analysis 

Mr.  Keesling:     I  didn't  hear  the  last  answer. 

The  Court:  You  did  not  get  the  last  answer? 
Mr.  Reporter,  mil  you  read  the  last  answer? 

(Whereupon,  the  following  was  read  by  the 
reporter : 

''Q.     What  would  be  withheld? 

"A.     It  would  be  cash  slips. 
"Q.     It  would  be  cash  slips? 
"A.     But  not  the  cash.") 
The  Clerk:     Plaintiff's  Exhibit  247  marked  for 
identification. 

(Plaintiff's  Exhibit  247  marked  for  identi- 
fication.) 

Q.  (By  Mr.  Obenour)  :  Did  you  keep  the  sales 
analysis  for  Daisy  Ice  Cream  cash  sales  also? 

A.     I  have  done  it. 

Q.  And  I  hand  you  what  has  been  marked  as 
Plaintiff's  Exliil^it  247,  a  series  of  one,  two,  three, 
four,  five  stapled  groups  of  papers,  and  ask  if  you 
will  identify  them,  please? 

A.  Well,  this  is  January,  1945,  and  this  is  a 
recap  of  the  whole  month.  It  says,  '^cash  sales". 

This  is  the  cash  sales  recap. 

Q.     Now,  is  that  the 
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Mr.  Obenour :  Pardon  me.  I  offer  it  at  this  time, 
if  the  Court  please. 

The  Court:  Are  you  referring  to  one  of  the  five, 
or  are  you  referring  to  all  of  them? 

The  Witness:  Oh,  this  isn't  my  writing.  This 
isn't  my  writing,  but  apparently  they  are  all  the 
same  sales  analysis  of  Daisy  Cash  Sales. 

The  Court:  You  say  "this  is  not  my  writing". 
You  are  referring  to 

The  Witness  (Interposing) :  This  one,  and  this 
one. 

The  Court :     The  last  two  in  the  group  ? 

The  Witness:    Yes,  sir;  that  is  not  my  writing. 

Q.  (By  Mr.  Obenour)  :  Any  of  the  other  sheets 
in  there  ? 

A.     None  of  that  is;  none  of  this  is. 

Q.     What  is  the  title  or  the  heading? 

A.     Daisy  Cash  sales. 

Q.  And  is  the  same  formation,  and  the  same 
columns  used  on  the  others  that  are  in  your  writ- 
ing? A.     Yes,  sir.  *****   [302] 

Q.  (By  Mr.  Obenour)  :  Can  you  say  what  they 
are,  though,  for  context  and  entries  and  dates  and 
titles?  Those  ahead  show  them,  and  the  paper  that 
was  used. 

The  Court:     She  only  identified  the  three. 

Mr.  Griffin :  Some  of  these  are  fastened  together, 
and  I  think  she  is  referring  to  the  first  sheets,  more 
than  likely.  [303] 

If  I  may: 


138  Hans  Forster  vs. 

(Testimony  of  Caroline  Nuekirchen.) 

You  said  you  didn't  identify  the  last  two.  By  the 
"last  two",  you  mean  the  fastened? 

The  Witness:  Yes,  this,  apparently,  from  what 
I  can  see,  is  the  whole  month. 

Mr.  Griffin:  Will  you  take  those  in  your  hand, 
those  that  you  did  identify?  That  is  what  I  want, 
please. 

The  Witness :  These,  January,  February — Janu- 
ary, February,  March,  and  this  is  June. 

Mr.  Grriffin:    I  have  no  objection  to  those. 

The  Court:    March,  January — ^what  is  that? 

The  Witness:  January,  February,  and  this  one 
says  March  1st  to  15th. 

The  Court:     What  year? 

The  Witness:  1945.  To  the  31st  of  March,  and 
then  this  says  June,  1945.  Oh,  oh, — here  is  some 
that  isn't  my  writing  either. 

Mr.  Griffin:  She  just  stated  that  sheets  for  June, 
1945,  being  the  first  four  sheets  of  June,  she  identi- 
fied, as  I  understand. 

Q.  (By  Mr.  Obenour)  :  Do  you  recognize  whose 
writing  that  is  in  there  ?  [304] 

A.     No,  sir;  I  can't. 

Mr.  Griffin:  I  have  no  objection  to  the  sheets 
that  she  has  identified. 

The  Court:     They  will  be  admitted. 

Mr.  Keesling:    I  haven't  seen  the  sheets. 

Mr.  Griffin:  She  has  identified  these  sheets. 
Should  I  take  these  off? 

(Whereupon,  Mr.  Griffin  separated  the  papers.) 

She  has  identified  these. 


United  States  of  America  139 

(Testimony  of  Caroline  Nuekirchen.) 

Mr.  Keesling:     We  have  no  objection. 

The  Couii: :  Do  you  want  to  staple  them  together 
as  one?  You  are  detaching  the  portion  that 

Mr.  Obenour  (Interposing) :     Yes. 

The  Court  (Interposing)  :    that  she  does  not 

recognize  ? 

Mr.  Obenour:     Yes. 

The  Court:  There  is  no  objection  then  to  the 
sheets  now  which  constitute  247  for  identification, 
the  other  portions  having  been  withdrawn  at  this 
time? 

Mr.  Griffin :    No,  your  Honor. 

The  Court :     They  may  be  admitted. 

(Plaintiff's  Exhibit  No.  247  admitted  in  evi- 
dence.)   [305] 

Q.  (By  Mr.  Obenour) :  What  are  the  dates 
there,  January,  and  what  is  it? 

A.  January,  1945 ;  February  1  to  15.  Apparently 
this  is  February,  1945.  Yes,  February.  March  1 
to  15. 

Q.     1945? 

A.  Yes.  This  one  here  is  just  entitled  Daisy 
Sales,  and  does  not  say  whether  it  is  Daisy  cash 
sales  or  what.  On  the  first  page,  it  says  Daisy  Cash 
Sales. 

Q.     What  company  are  those  for? 

A.     The  Daisy  Ice  Cream. 

Q.    Daisy  Ice  Cream?  A.    Yes. 

Q.  And  those  are  the  records  you  have  referred 
to  as  maintaining?  A.     Yes,  sir. 

Q.     And  what  are  the  columns  on  those  exhibits 
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on  Exhibit  247,  please  1  What  entries  would  you 

make  upon  them  ? 

A.  It  is  the  amount  of  money  and — we  called 
them  squats,  but  they  are  2l^  gallon  containers,  and 
the  amount  of  money,  quarts,  and  the  amomit  of 
money  and  pints,  and  the  amount  of  money  and 
bars,  and  the  amount  of  money  and  one  gallons,  and 
the  [306]  amount  of  money  and  quarts  of  milk,  mix 
and  the  amount  of  money,  and  the  quarts  and  the 
amoimt  of  money,  and  there  is  a  column  for  gallons 
of  catering  mix  and  the  amount  of  money,  and  then 
there  is  a  miscellaneous  item.  I  don't  have  anything 
written  there. 

The  Court:     What  is  the  last? 

The  Witness:     Miscellaneous. 

A.  (Continuing) :  I  don't  have  anything  writ- 
ten there  to  identify  it.  It  is  just  an  amount  of 
money. 

Q.  (By  Mr.  Obenour) :  Are  those  the  sheets 
you  have  referred  to  now  as  showing  the  cash  sales 
that  were  finally  retained  with  the  load  sheets  for 
the  Daisy  Ice  Cream  Company  drivers? 

A.  I  could  not — I  could  not  say  whether  this  is 
the  breakdown  of  all  the  slips,  or  not. 

Q.  Was  it  such  a  slip  as  this  that  you  would 
enter  the  cash  sales  that  you  have  retained  with 
the  drivers'  load  slips  from  Daisy  Ice  Cream  Com- 
pany? 

A.  To  the  best  of  my  knowledge,  this  is  the 
sheet  that  I  kept,  yes. 
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Q.  And  the  ones  that  were  withdrawn,  would 
not  be  entered  upon  these  sheets,  is  that  correct? 

A.  That  I  cannot  remember,  whether  they  were 
on  this  sheet,  or  not.  [307] 

Q.  Would  you  make  any  entry  of  the  withdrawn 
slips?  A.     Not  to  my  knowledge. 

Q.     Thank  you. 

Now,  during  what  years  were  you  withholding 
cash  slips  from  Daisy  Ice  Cream? 

A.  I  cannot  remember  how  long,  or  when  I 
stai-ted. 

Mr.  Le  Sourd:     I  didn't  hear. 

The   Court:     Mr.   Reporter,   read  the  answer. 
(Whereupon,  preceding  answer  was  read  by 
the  reporter.) 

Q.  (By  Mr.  Obenour)  :  Do  you  have  any — what 
is  your  best  recollection  of  how  long  a  period  you 
were  following  such  a  practice  ? 

A.     During  this  quota  period. 

Q.  During  what  period  were  you  withholding 
the  cash  sales  and  money  and  the  charge  slips  with 
accompanying  checks  and  putting  them  in  Mr.  Fors- 
ter's  desk  ? 

A.     During  the  quota  period. 

Q.  Whdit  is  your  best  recollection  of  how  long 
a  period  of  time  that  was? 

A.     I  can  not  remember,  sir.  [308] 

Q.  Did  you  ever  discuss  this  practice  with  Mr. 
Erickson  ?  A.     Yes,  sir. 

Q.  How  long  after  you  had  been  following  these 
instructions  did  you  mention  it  to  Mr.  Erickson? 
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A.     I  don't  remember  how  long  it  was. 

Q.     Where  did  this  conversation  take  j)lace'? 

A.     In  his  office. 

Q.     What  did  you  say  to  Mr.  Erickson? 

A.  I  believe  that  I  was  withholding  information 
relative  to  the  quota  established  by  the  War  Food 
Administration  Order. 

Q.     And  what  did  he  say? 

A.  He  said  that  he  didn't  like  it  any  better 
than  I  did  but  he  was  following  instructions. 

Q.  Did  you  say  anything  about  your  retaining, 
or  changing  the  records  that  you  were  supposed  to 
retain  ? 

A.     I  don't  imderstand  that  question. 

Q.  Did  you  have  any  conversation  with  Mr. 
Erickson  about  your  practice  of  withholding  re- 
quired information? 

Mr.  Griffin:     Object  to 

A.     I  just  answered  that [309] 

Mr.   Griffin   (Continuing)  :     to  the  form  of 

that  question.  It  calls  for  a  conclusion. 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  Reporter.) 

The  Court:     Objection  sustained  on  the  wording. 

Q.  (By  Mr.  Obenour)  :  Did  you  have  any  fur- 
ther conversation  with  Mr.  Erickson? 

A.     I  can  just  recall  that  one  time,  sir. 

Q.  Well,  what  else  was  said  during  that  con- 
versation, if  anything? 

A.     I  just  answered  that  question,  sir. 
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The  Court:  Is  that  all  you  recall  of  that  con- 
versation ? 

The  Witness:     Yes. 

Q.  (By  Mr.  Obenour)  :  Did  you  thereafter  make 
any  objection  to  Mr.  Forster  about  following  this 
practice  you  have  described? 

A.     Yes,  I  did,  sir. 

Q.    Where  was  this?  A.    In  his  office.  [310] 

Q.     What  did  you  say? 

A.  I  told  him  I  was  objecting  to  withholding 
information  from  this  quota  and  believed  that  it 
was  in  violation  of  the  quota  instructions  that  we 
had  received  on  the  Government  Order. 

Q.  Did  you  go  into  any  details  about  the  practice 
that  you  have  described  here? 

A.     I  don't  remember  going  into  details. 

Q.  How  forcil)ly  did  you  state  your  objections  to 
Mr.  Forster? 

Mr.  Griffin:    Objected  to  as  immaterial. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour)  :  What  was  your  conduct 
in  Mr.  Forster's  office? 

Mr.  Griffin:     Objected  to  as  immaterial. 

The  Court:     Objection  sustained. 

Q.   (By  Mr.  Obenour)  :    What  did  he  say  to  you? 

A.  He  told  me  that  I  was  not  doing  anything 
wrong ;  and  that  he  asked  me,  "Are  you  Vv'ithholdirg 
money  from  me?";  and  I  said,  "No,  I  w^asn't  with- 
holding any  money.";  and  he  said,  "Well,  you  are 
not  doing  anything  wrong  then.";  and  he  says  so 
far  as  the  quotas  go,  it  was  just  that  these  particu- 
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lar  accounts  did  not  have  a  quota  and  that  [311] 
was  the  reason  he  wanted  me  to  withhold  the  ac- 
counts, to  protect  the  customer. 

Q.     He  said  what? 

A.     To  protect  the  customer. 

Q.  What  did  you  do  during  your  conversation 
with  Mr.  Forster? 

Mr.  Griffin:  Objected  to  as  immaterial,  what 
was- 

The  Court:  It  appears  to  be  immaterial,  Mr. 
Obenour.  What  she  said  and  what  he  said,  that  is 
brought  out.  The  other  features  would  seem  to  be 
immaterial  unless  there  is  some  showing  as  to 
materiality. 

Mr.  Obenour:  I  believe  that  her  conduct  during 
this  time  would  have  impressed  the  matter  upon 
Mr.  Forster's  recollection  and  remembrance  where 
the  whole  thing  would  have  been  within  the  con- 
versation  and   her   conduct   during   this   time. 

The  Court:  Well,  if  she  wishes  to  describe  what 
she  stated  and  so  on,   and  the  circumstances. 

Mr.  Griffin :  Counsel's  statement  that  it  was  "im- 
pressed *  *  *  upon  Mr.  Forster" — I  have  offered  to 
stipulate  since  before  noon  these  facts,  that  [312] 
these  were  unreported  sales. 

The  Court:  It  seems  to  me  the  conversation  and 
the  material  matters,  and  if  there  is  anything 
further  about  the  conversation  that  the  witness  re- 
calls, why,  she  might  so  state. 

A.  Well,  he  just  informed  me  I  was  not  doing 
any  wrong  and  it  was  jvist — he  was  just  protecting 
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the  customer  because  they  did  not  have  a  quota  to 
purchase  this  ice  cream  and  so  far  as  I  was  con- 
cerned I  was  not  responsible. 

Mr.  Le  Sourd:    We  can't  hear. 

The  Court:     They  can't  hear  you. 

A.  (Continuing)  Mr.  Forster  told  me  I  was 
not  responsible  for  holding  out  those  slips  because 
he  was  just  doing  it  to  protect  the  customer  because 
they  did  not  have  a  quota  to  buy  ice  cream. 

Q.  (By  Mr.  Obenour)  :  What  did  you  say  after 
that;  what  did  you  say  to  that? 

A.  That  I  would  continue  to  do  it  if  I  was  not 
responsible. 

Q.  Did  you  ever  discuss  this  matter  with  Mr. 
Taylor? 

A.  I  mentioned  it  to  him  on  one  occasion,  that 
I  was  having  to  work  with  these  quotas,  keeping 
[313]  track  of  how  much  they  got,  and  of  the  per- 
centages each  month,  and  if  they  went  over 

Mr.  Keesling:  If  the  Court  please,  we  can  not 
hear  the  witness. 

The  Court:  They  are  still  having  difficulty  hear- 
ing so  I  would  ask  you  to  keep  your  voice  up. 

Mr.  Reporter,  you  might  read  the  answer  so  far. 
The  witness  can  continue  if  she  hasn't  finished  the 
answer. 

(AVhereupon,  preceding  answer  was  read  by 
the  reporter.) 

A.  (Continuing)  And  I  was  objecting  to  having 
to  work  with  these  quotas.  I  just  didn't  like  it  and 
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lie  said  that  his  answer  to  me  was  that  I  was  just 

following  instructions.  [314] 
***** 

Mr.  Griffin:  In  connection  with  the  examination 
and  cross-examination — and  the  cross-examination, 
I  would  like  to  read,  if  I  may,  if  the  Court  please, 
from  Plaintiff's  Exhibit  238. 

The  Court:    You  may. 

Mr.  Griffin:  Exhibit  238  is  a  stipulation  entered 
into  in  this  courtroom  on  Friday,  February  19th.  It 
was  stipulated  that — where — with  reference  to  spe- 
cific checks  made  payable  to  Issaquah  [315]  Cream- 
ery, not  recorded  on  the  corporate  books,  and  de- 
posited to  Hans  Forster's  personal  savings  account, 
and  the  stipulation  itself  shows  what  is — it  was 
read  to  you — and  on  the  second  sheet  of  the  stipula- 
tion is  an  itemized  statement  of  dates,  check  num- 
bers, and  the  amounts  from  the  Renton  Ice  and  Ice 
Cream  Company  that  went  into  this  account. 

Q.  (By  Mr.  Griffin)  :  Those  are  the  items  you 
are  testifying  to  today?  A.     Yes. 

Mr.  Griffin:    That  is  all.  Just  a  moment.  That  is 

all.   [316] 

***** 

Mr.  Le  Sourd :  Miss  Neukirchen,  you  have  testi- 
fied that  certain  amounts  were  held  out  of  sales  and 
as  I  understand  your  testimony,  those  were  not 
entered  into  the  books  at  all? 

A.  To  my  knowledge,  they  were  not  entered  in 
my  books. 

Q.     Yes. 
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A.  Whether  they  were  entered  in  any  other 
book,  I  would  not  know. 

Q.  Yes,  but  they  did  not,  I  think  you  testified, 
get  into  your  sales  pages  here  showing  cash  sales'? 

A.     As  far  as  I  know,  they  did  not  get  in  there. 

Q.  And,  thus,  examination  of  these  books  them- 
selves, [320]  and  particularly  any  books  of  final 
entry,  would  not  disclose  that  there  were  any  omis- 
sions of  income,  would  if? 

A.     To  look  at  that  book? 

Q.     Yes. 

A.     No,  sir;  it  would  not  disclose  it. 

Mr.  Le  Sourd.     That  is  all.  Thank  you.  [321] 

*  *  *  *  * 

IRA  EPPLER 

upon  being  called  as  a  witness  for  and  on  behalf  of 
the  plaintiff,  and  upon  being  first  duly  sworn,  testi- 
fied as  follows: 

Direct  Examination 

The  Clerk :  I  want  your  full  name,  and  the  spell- 
ing of  your  name. 

The  Witness :  Ira  Eppler,  I-r-a  E-p-p-1-e-r  (spell- 
ing). 

Q.  (By  Mr.  Obenour)  :  What  is  your  name, 
please,  sir'?  A.     Ira  Eppler. 

Q.     Where  are  you  emx^iloyed,  Mr.  Eppler? 

A.  By  the  Internal  Revenue  Service,  905  Sec- 
ond Avenue,  Seattle. 

Q.  And  what  is  your  business  with  the  Internal 
Revenue  Service? 
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A.  I  am  a  Special  Agent  with  the  Intelligence 
Division. 

Q.  And  what  are  the  duties,  with  the  Intellig- 
ence Division,  of  a  Special  Agent? 

A.  The  principal  duty  is  to  conduct  investiga- 
tions of  alleged  tax  fraud. 

Q.  In  the  course  of  your  official  duties,  did  you 
investigate  alleged  tax  frauds  against  the  Defend- 
ants in  this  case,  Mr.  Forster,  Mr.  Erickson  and  Mr. 
Taylor?  [372]  A.     Yes. 

Q.  Was  anyone  assigned  to  investigate  this  case 
with  you? 

A.  Yes,  Mr.  William  Marx  was  assigned  to 
jointly  conduct  this  investigation  with  me. 

Q.     And  who  is  Mr.  Marx? 

A.  At  that  time,  he  was  an  Internal  Revenue 
Agent.  He  has  since  left  the  Government  Service. 

Q.  Did  you  contact  Mr.  Forster  personally  dur- 
ing the  course  of  your  investigation? 

A.    Yes,  I  did. 

Q.  On  what  occasions  did  you  have  interviews 
or  conversations  with  Mr.  Forster  during  your  in- 
vestigation ? 

A.  The  first  contact  with  Mr.  Forster  was  on 
August  29,  1950.  I  later  saw  him  on,  I  believe, 
November  22d.  The  following  year,  in  1951,  on 
March  8th  and  March  9th,  I  believe,  March  14th, 
and  August  15th.  [373] 

*    *    *    *    -x- 

Q.  Concerning  the  butter  subsidy  payments  pre- 
viously referred  to  by  the  preceding  witness,  did 
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you  ever  have  conversations  with  Mr.  Forster  con- 
cerning these  butter  subsidy  payments? 

A.     Yes,  I  did. 

Q.     And  what  was  the  date  of  that? 

A.     August  15,  1951. 

Q.  What  did  Mr.  Forster  say  concerning  these 
butter  subsidy  payments?  *****  [375] 

A.  He  said  that  at  some  time  during  the  past 
few^  years,  he  didn't  recall  which  year,  that  some 
of  the  Government  agents  had  called  at  the  Issa- 
quah  Creamery  concerning  the  butter  subsidy  pay- 
ments with  reference  to  whether  or  not  they  had 
been  reported  as  income  by  the  corporation. 

Mr.  Keesling :    If  the  Court  please,  we  cannot  hear. 

The  Court:  Mr.  Eppler,  you  have  been  here 
[378]  all  during  this  trial? 

The  Witness:    Yes,  sir. 

The  Court:  You  should  realize  the  problem  we 
have. 

A.  (Continuing)  He  said  that  following  this 
call  by  the  Government  Agents,  that  he  was  cau- 
tioned by  his  accountant  that  those  butter  subsidy 
pajmients  should  now  be  run  through  the  corpora- 
tion's books,  and  the  bank  account,  rather  than  put 
in  his  personal  savings  accoimt. 

Q.  (By  Mr.  Obenour)  :  Prior  to  that,  had  ycu 
discussed  with  either  Mr.  Forster  or  his  attorneys 
any  matters  pertaining  to  the  butter  subsidy  pay- 
ments? A.     No,  I  had  not.  *****  [379] 

Q.    Now,   at  the   time   of  original  conversation 
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with  Mr.  Forster,  at  the  accounting — at  the  office  of 
the  accounting  firm,  was  there  any  conversation 
about  the  results  of  any  investigation  that  had  been 
conducted  by  the  accounting  firm  up  to  that  time? 

A.     Yes. 

Q.     What  was  that  conversation? 

A.  The  substance  of  it  was  that  the  accounting 
[397]  firm  had  made  a  preliminary  inquiry  into 
Mr.  Forster's  and  the  Issaquah  Creamery,  Incor- 
porated tax  affairs,  and  they  had  determined  that 
a  very  large  amount  of  income  had  not  been  re- 
ported over  the  past  ten-year  period,  and  that  a 
very  large  amount  of  additional  tax  was  due.  [398] 

Q.     Who  made  this  statement? 

A.     I  believe  Mr.  Kachlein  did.  ***** 

Q.  Did  you  ask  Mr.  Forster  for  any  statement 
concerning  this  additional  tax  that  w^as  due,  the 
manner  in  which  it  came  about? 

A.  Since  several  hundred  thousands  of  dollars 
additional 

Mr.  Grriffin:  (Interposing)  Just  a  moment,  if  the 
Court  please.  That  isn't  the  beginning  of  an  an- 
swer to  that  question. 

The  Court:     Mr.  Reporter,  read  the  question. 

(Whereupon,  the  preceding  question  was  read 
by  the  reporter.) 

A.    Yes. 

Q.  (By  Mr.  Obenour)  :  Did  Mr.  Forster  make 
any  statement  concerning  the  source  of  his  income 
upon  which  this  tax  was  due?  A.     Yes. 
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Q.  What  did  Mr.  Forster  say  concerning  the 
source  of  this  income? 

A.  He  said  that  some  of  the  unreported  income 
had  arisen  from  his  buying  butter  on  a  rising  mar- 
ket, and  later  selling  it  at  a  high  profit,  from  rebate 
pajrinents  he  had  received  from  Time  Oil  Company, 
and  from  the  sale  of  some  casein.  [399] 

Q.  Was  there  any  statement  made  by  Mr. 
Forster  as  to  whether  or  not  this  had  been  dis- 
closed upon  his — as  previous  income? 

A.     Yes. 

Q.     What  did  he  say? 

A.  Well,  there  was  a  general  conversation  about 
it,  and  we  were  talking  about  the  items  which  had 
not  been  reported,  and  the  items  were  enumerated 
as  explanation  as  to  what  the  unreported  items 
represented. 

Q.  Who  made  these  representations  of  these 
items  being  undisclosed  income? 

A.  I  believe  Mr.  Kachlein  referred  to  the 
amount  which  had  been  determined  by  the  accoimt- 
ing  firm. 

Q.  But  as  to  these  specific  items  themselves,  the 
sale  of  butter,  casein,  and  the  Time  Oil  rebates? 

A.  That  was  Mr.  Forster  who  referred  to  those 
items. 

Q.  Did  Mr.  Forster  say  what  his  recollection  of 
the  amount  of  the  casein  sale  was?  A.     Yes. 

Q.  What  did  he  say  the  amount  of  that  casein 
sale  was? 

A.     He  said  his  recollection  was  that  it  w^as  a 
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[400]   small  amount,  joerhaps  three  or  four  thous- 
and dollars.  [401] 
*  *  *  *  * 

Q.  (By  Mr.  Obenour) :  Did  you  determine  what 
the  amount  of  casein  sales  were?  A.     Yes. 

Q.     What  was  the  amount? 

A.     A  total   of   slightly  more   than  twenty-four 
thousand.  [405] 
***** 

Q.  (By  Mr.  Obenour)  continuing)  :  What  was 
the  information  that  you  requested  of  Mr.  Erickson 
when  he  referred  to  this — to  the  cash  from  this  ice 
cream?  How  did  the  conversation  come  about? 

A.  Well,  we  asked  him  if  he  could  throw  any 
light  on  the  large  amount  of  income  which  Mr. 
Forster's  accountants  asserted  was  unreported  for 
this  period  of  years,  I  believe  from  1940  to  1950, 
without  specifying  any  particular  year. 

Q.  Did  you  ask  him  concerning  his  knowledge  of 
the  sale  of  casein? 

A.  I  believe  he  volunteered  that  information.  I 
don't  think  we  asked  him  about  it  specifically. 

Q.  What  was  his  conversation  concerning  his 
recollection  of  the  sales  of  Issaquah  Creamery — 
rather,  sale  by  Issaquah  Creamery  of  casein?  [411] 
***** 

A.  Mr.  Erickson  recalled  that  casein  had  been 
sold  by  the  corporation  and  not  recorded  in  its 
books,  and  that  he  had  arranged  the  sales  with  a 
representative  of  Casein  Company  of  America.   He 


United  States  of  America  153 

(Testimony  of  Ira  Eppler.) 

mentioned  the  name  Haroldson  at  first,  and  then 

corrected  it  to  Leonardson.  [412] 

He  at  first  said  that  he  did  not  believe  he  had  had 
anything  to  do  with  the  billing  of  it,  however,  or 
the  receipt  of  the  check. 

Q.  (By  Mr.  Obenonr) :  Upon  a  later  occasion, 
did  yon  have  a  conversation  with  Mr.  Erickson 
again  concerning  this  billing  of  the  casein  sales? 

A.     Yes,  on  March,  1951,  he  was  in  my  office  and 

I  talked  to  him  aj^out  it  again,  and  I  handed  him 

all  these  photostats  included  here,  and  asked  him 

if  in  fact,  the  billing  had  not  been  prepared  by 

him,  and  he  said  they  had,  but  after  he  looked  at 

the  photostats  that  the  checks  representing  receipt 

of  payment  from  Casein  were  received  pursuant  to 

the  billings  which  he  had  sent  the  Casein  Company 

of  America.  [4-13] 
***** 

Q.  Did  he  make  any  statement  as  to  w^hether 
or  not  the  checks,  exhibit  233,  had  been  received  by 
Issaquah — Issaquah  Creamery? 

A.     He  acknowledged  that  they  had  been,  yes. 

Q.  Did  he  make  any  statement  as  to  whether  or 
not  those  had  been  entered  upon  the  books  of  the 
Issaquah  Creamery? 

A.     He  said  that  they  had  not  been. 

Q.  Did  he  give  any  reason  as  to  why  they  had 
not  been? 

x\.    Generally,  yes,  he  did. 

Q.     What  did  he  say? 

A.     He  said  that  there  was  no  provision  in  the 
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ords.  That  was  one  of  the  things  which  I  men- 
tioned before  that  we  could  ask  Mr.  Erickson  about, 
whether  or  not  [433]  he  could  throw  any  light  on 
what  these  currency  deposits  consisted  of. 

Q.  Did  you  make  any  investigation  concerning 
the  depositing  of  these  coins  and  currency  in  con- 
junction with  the  statement  of  Mr.  Forster  and  Mr. 
Erickson  as  to  the  j)ossible  sources  of  undisclosed 
income  *?  A.     Yes. 

Q.     What  was  that  investigation? 

A.  Well,  both  Mr.  Forster  and  Mr.  Erickson 
mentioned  currency  rebates  from  Time  Oil  Com- 
pany. 

Later  on,  in  our  inquiry,  we  learned  that  farm 
rental  had  also  been  received  in  the  form  of  cur- 
rency, or  at  least  as  near  as  the  farmer  out  there 
could  recall,  he  had  made  the  payments  in  the  form 
of  currency,  so  we  made  an  effort  to  identify  all 
items  of  currency  that  Mr.  Forster  had  received 
during  that  period. 

Q.     What  period  is  that? 

A.  Yfell,  we  actually  covered  the  period  begin- 
ning with  1942  through  1949. 

Q.  Did  you  make  any  attempt  to  determine 
whether  or  not  the  exhibit  233,  the  Casein  check, 
had  been  deposited  into  198,  from  the  use  of  these 
deposit  slips?  [434]  A.     Yes. 

Q.     And  what  is  the  date  of  the  Casein  sales  ? 

Mr.  Griffin:  If  the  Court  please,  I  think  I 
should  inquire,  what  is  the  materiality  of  this  tes- 
timony? 
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There  has  been  stipulated  in  evidence  the  stipu- 
lation in  the  exhibit  215  weeks  ago,  that  they  are 
unrecorded  sales  and  deposited  in  Account  198. 
A¥hat  difference  does  his  investigation  make  as  far 
as  this  case  is  concerned  as  to  materiality? 

It  is  an  admitted  fact,  and  has  been.  [435] 

*  *  *  *  * 

Q.  (By  Mr.  Obenour  continuing)  :  Did  you  de- 
termine whether  or  not  the  Casein  Sales  checks  had 
been  deposited  to  198?  A.     Yes. 

Q.     And  what — were  they  in  fact  deposited? 

A.     Yes,  they  were. 

Q.  Did — would  you  give  the  Court  examples  of 
these  deposits  of  currency  and  cash  or,  rather,  cur- 
rency for  Casein  to  which  you  have  referred — 
from  [437]  these  deposits? 

Mr.  Griffin:  If  the  Court  please,  how  does  this 
witness  know  what  was  deposited,  unless  it  was 
based  on  exhibits  in  evidence  which  speak  for  them- 
selves ? 

Mr.  Obenour:  To  avoid  reading  the  entire  list 
of  deposits,  we  have  this  witness  select  examples  of 
those  currency  and  coins  to  which  he  has  testified. 

The  Court:  You  are  referring  to  Exhibits  now. 
I  don't  think  the  question  referred  to  them. 

Mr.  Obenour :    I  referred  to  the  deposit  slip,  yes. 

The  Court:  All  right,  if  you  are  referring  to  a 
particular  exhibit,  and  ask  him  to  point  out  ex- 
amples, you  may  do  so. 

Mr.  Obenour:     Yes,  sir.    We  are  referring  now 
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to  the  deposit  of  cash  and  coins  to  which  this  wit- 
ness has  testified. 

The  Court:  He  testified  generally.  Are  you  ask- 
ing  

Mr.  Obenour:  No,  sir,  the  question  was,  if  he 
would  select  examples  from  51,  -2,  -3  and  -4  of 
deposit  of  cash  and  coins  to  198  through  the  use  of 
these  deposit  slips'?  [438] 

Mr.  Grif&n:  I  suggest  that  the  deposit  slips 
speak  for  themselves. 

The  Court:  There  may  be  some  identifying 
method,  or  something.  Do  you  understand  the  ques- 
tion, Mr.  Witness? 

The  Witness:    Yes,  I  understand  the  question. 

The  Court:  All  right,  the  Court  mil  overrule 
the  objection  at  this  time.  You  might  proceed,  and 
we  v/ill  see  what  the  answers  are. 

A.  Well,  in  glancing  through,  without  trying  to 
find  any  particular  one  in  Exhibit  53,  I  see  the 
deposit  ticket  for  December  15,  1945,  with  a  total 
deposit  of  $49,552.82,  of  which  $850  was  indicated 
in  currency.  [439] 

*      *      *      *      45' 

Q.  (By  Mr.  Obenour)  :  Concerning  this  $17,100 
which  you  testified  yesterday  is  shown  by  Exhibit 
251  of  payments  on  principal  to  Mrs.  Finstad  in 
the  years  1945  to  1949,  I  hand  you  251  and  those 
payments  on  principal  to  w^hich  you  testified.  Did 
you  discuss  those  payments  with  Mr.  Egeness? 

A.    Yes. 
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Q.  Did  you  discuss  the  payments  of  $17,100  that 
were  paid  to  Mrs.  Finstad  with  Mr.  Forster? 

A.    Yes. 

Q.  What  did  Mr.  Forster  say  about  the  [463] 
$17,100? 

A.     Well,    I     don't    believe    he     specified    that 

amount.    He  talked  about  the  total  payments.    He 

said  that  the — he  acknowledged  that  the  payments 

had  been  made.  [464] 
***** 

Mr.  Le  Sourd:     If  the  Court  please,  we  wish  to 

insist  on  our  motion  to  strike,  and  will  desire  to 

present  argument  to  your  Honor  on  this,  because 

we  feel  that  where  a  motion  for  a  separate  trial  has 

been  made  in  advance,  it  is  improper  to  bring  out 

prejudicial  hearsay  of  this  kind  in  a  case  of  this 

sort.  [465] 
*  *  *  *  ♦ 

Q.  (By  Mr.  Obenour)  :  Handing  you  Exhibit 
149,  which  has  been  identified  as  a  group  of 
checks  drawn  on  Finstad  and  Utgard,  and  pay- 
able to  Mrs.  Mary  Finstad,  and  which  are  in- 
cluded in  the  $17,100  of  Exhibit  251,  and  hand- 
ing you  also  Exhibits  1,  2,  3,  4  and  5,  which 
liave  been  identified  as  the  income  tax  returns 
of  Mr.  Hans  Forster,  the  first  four,  and  the  joint 
return  of  Hans  and  Evelyn  Forster  for  1949, 
can  you  find  those  checks  of  $17,100  of  that  five- 
year  period  listed  on  the  exhibits  1,  2,  3,  4  and  5, 
the  tax  returns?  [467] 


*  *^  *  * 
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Mr.  Griffin:    So  far  as  the  Defendant  Forster  is 

concerned,   it  has  been  conceded  they  are  not  on 

the  return.  [468] 
«  *  *  *  * 

Q.  (By  Mr.  Obenour)  :  What  did  you  do  first  in 
regard  to  those  checks,  Mr.  Eppler? 

A,  We  requested  that  they  be  submitted  to  us 
by  Finstad  and  Utgard. 

Q.     What  did  you  then  do? 

A.  We  examined  the  deposit  tickets  of  account 
198  and  found  that  they  were  listed  on  the  deposit 
tickets  of  Account  198. 

Q.     Did  you  do  anything  further! 

A.  Yes,  we  examined  the  accounts  receivable 
ledger  cards  of  Issaquah  Creamery,  Incorporated, 
to  see  whether  or  not  these  checks  were  listed  on 
the  accounts  receivable*  ledger  cards,  and  we  ex- 
amined the  sales  analysis  sheet,  this  large  book  here, 
to  determine  whether  or  not  these  checks  were  listed 
as  [481]  receipts  by  Issaquah  Creamery  in  that 
book. 

Q.  ¥/ere  they  listed  on  either  the  books  you 
have  mentioned? 

A.     These  checks  here  were  not,  no,  sir. 

Q.  What  are  the  totals  of  the  checks  of  Ex- 
hibit 150? 

A.     I  find  that  there  is  a  total  of  $4,414.03.  [482] 


*  *  *  *  * 


Q.  (By  Mr.  Obenour)  :  How  are  the  exhibits, 
the  drafts  of  221  and  222,  entered  upon  the  books. 
Exhibits  216,  217,  218,  219  and  220? 
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A.  They  are  listed  as  miscellaneous  expenses  to 
account  12. 

Let  me  check  again,  to  i^e  sure.  General  expenses. 

Q.  Did  you  investigate  the  exhibit  221  and  222 
in  your  analysis  of  198,  Account  198? 

A.     Yes,  sir. 

Q.  What  did  you  do  in  that  phase  in  your  in- 
vestigation of  221  and  222  as  pertaining  to  account 
198?  [486] 

A.  Well,  we  looked  at  the  deposit  tickets  to  see 
whether  or  not  they  were  listed  on  the  deposit 
ticket,  and  actually  deposited  in  that  account. 

Q.     And  what  did  you  find  ? 

A.     AYe  found  that  they  were  so  deposited. 

Q.     And  that  is  to  where;  deposited  to  where? 

A.  Account  198,  Washington  State  Bank,  Issa- 
quah  Branch. 

Q.  Did  you  talk  to  the  President  of  Simonson 
and  Forster  al)out  this — these  $100  drafts  of  Ex- 
hibit 221  and  222?  A.    Yes. 

Mr.  Griffin:  Objected  to  as  immaterial,  if  the 
Court  please,  unless  some  defendant  was  president. 

The  Court:  The  President  was  someone  other 
than  the  defendant,  I  take  it. 

Mr.  Obenour:    Yes,  sir. 

The  Court :    What  is  the  materiality  of  it  ? 

Mr.  Obenour:    We  will  withdraw  the  question. 

Q.  (By  Mr.  Obenour)  :  Did  you  talk  to  Mr. 
Forster  about  these  $100  items? 

A.    Yes,  I  did.  [487] 
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Q.  What  did  Mr.  Forster  say  about  these  $100 
drafts  of  Simonson  and  Forster? 

A.  My  recollection  is  that  in  response  to  my 
question  concerning  salaries,  he  said  that  he  had 
received  and  was  still  receiving  $100  a  month  from 
Simonson  and  Forster,  Incorporated? 

Q.     And  when  did  he  make  this  statement? 
A.     I  believe  it  was  on  March  8,  1951. 

Q.  What  are  the  total — what  is  the  total  of  the 
checks — drafts — made  out  to  Mr.  Forster  by  Simon- 
son and  Forster  during  the  years  1946,  '7,  '8  and 
'9?  A.     $2600. 

Q.  Now,  I  will  ask  you  to  examine  Exhibits  1, 
2,  3,  4  and  5,  the  tax  returns  of  Mr.  Forster,  and 
can  you  determine  if  the  $2600  is  included  in  the 
respective  years  in  Mr.  Forster 's  returns? 

A.     No,  sir;  it  is  not. 

Q.  Did  you  examine  the  books  and  records  for 
tax  returns  of  Renton  Ice  and  Ice  Cream  Com- 
pany? 

A.  I  examined  the  books  and  records  of  Renton 
Ice  and  Ice  Cream  Company.  I  have  looked  at  the 
tax  returns,  but  I  don't  think  it  would  be  proper 
for  me  to  say  that  I  examined  them. 

Q.  Handing  you  Exhibits  202,  203,  204,  206,  207, 
208,  [488]  209  and  210. 

Did  you  do  anything  in  regard  to  those  respective 
exhibits  which  have  been  identified  as  checks  paid 
by  Mr.  Schneider  to  Mr.  Forster  from  Renton  Ice 
and  Ice  Cream?  A.     Yes,  sir;  I  did. 
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Q.  What  did  you  do  in  regard  to  those  exhibits 
just  mentioned,  202  through  210? 

Mr.  Griffin:  Just  a  moment,  if  the  Court  please, 
Counsel  uses  the  term  "Identified  ...  as  paid  to 
Mr.  Forster."  The  record  shows  205  was  a  check 
for  $600  paid  to  Mr.  Taylor. 

Mr.  Obenour:     205  is  not  included. 

Mr.  Griffin:  I  am  sorry.  I  thought  it  was  202 
to  210. 

The  Court :  205  is  omitted.  I  think  I  might  state 
Counsel's  description  of  an  exhibit  is  not  to  be  con- 
sidered as  evidence  of  what  it  may  be. 

Mr.  Griffin:  I  will  endeavor,  if  the  Court  please, 
to  let  examination  proceed  as  he  wants,  because 
what  he  is  doing  doesn't  seem  to  me  to  be  material. 
He  is  proving  that  which  is  admitted,  and  has  been 
admitted  in  this  case  from  the  start.  No  dispute.  I 
can't  see  the  material  it  v. 

Mr.  Obenour:  One  thing  not  yet  proved,  if  [489] 
the  Court  please,  by  the  preceding  testimony  is  the 
receipt  and  the  effect  as  to  whether  or  not  the  tax 
returns  were — picked  up  these  various  items. 

Mr.  Griffin :    The  tax  returns  are  in  evidence. 

The  Court :  I  understood  yesterday  that  some  of 
this  testimony,  at  least,  is  foundation  testimony. 
Apart  from  factual  testimony  on  that  ground,  I 
take  it,  it  is  material,  and  in  any  event,  if  the  Gov- 
ernment feels  it  is  material  and  so  states,  the  Court 
will  overrule  any  objection. 

You  do  represent  it  to  be  essential  and  material? 

Mr.  Obenour:    Yes,  sir. 
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The  Court:    Do  you  have  the  question  in  mind? 

The  Witness :    I  am  sorry. 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:  That  excludes  205.  It  is  understood 
those  Avere  the  ones  he  stated  that  were  referred  to 
him,  as  I  have  noted  them. 

A.  We  examined  the  deposit  tickets  of  Account 
198  to  see  whether  or  not  these  checks  were  listed 
on  [490]  the  deposit  tickets.  We  talked  with  Mr. 
Schneider  about  them,  and  examined  the  books  of 
Renton  Ice  and  Ice  Cream  to  see  how  they  were 
listed  in  the  books. 

We  talked  with  Mr.  Forster  about  them,  and  we 
talked  v/ith  Mr.  Taylor  about  them. 

I  probably  should  exclude  Exhibit  209.  I  don't 
recall  that  I  talked  to  Mr.  Taylor  about  that  one. 

Q.  (By  Mr.  Obenour) :  Did  you  determine  if 
you — you  said  you  examined  the  books  and  records 
of  Renton  Ice  and  Ice  Cream? 

A.     Yes,  sir. 

Q.  And  what  account  was  charged  on  the  books 
of  Renton  Ice  and  Ice  Cream  as  to  those  exhibits? 

A.  Well,  referring  to  Exhibit  202,  my  recollec- 
tion is  that  they  were  charged  to  the  salary  accounts 
of  Schneider  and  Baskett. 

With  reference  to  Exhibit • 

Mr.  Le  Sourd:  (Interposing)  If  the  Court 
please,  may  I  ask  that  in  connection  with  this  testi- 
mony he  describe  Exhibit  202  as  to  what  it  is  ? 
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The  Court:    If  you  wish,  and  to  clarify  it. 

A.  Exhibit  202  is  the  group  of  three  checks 
dated  [491]  August  31,  1943.  The  first  one  is  pay- 
able to  R.  J.  Schneider  in  the  amount  of  $125  and 
the  remaining  two  are  both  paid  to  C.  M.  Baskett, 
the  first  one  in  the  amount  of  $125  and  the  second 
one  in  the  amount  of  $250,  and  the  endorsement  on 
the  first  check,  the  one  payable  to  Mr.  Schneider, 
is  endorsed  by  Mr.  Schneider  and  by  Mr.  Porster. 
The  $125  check  payable  to  Mr.  Baskett  is  endorsed 
by  Mr.  Baskett  and  hj  Mr.  Forster.  The  third 
check  payable  to  Mr.  Baskett  is  endorsed  by  Mr. 
Baskett  and  his  wife. 

My  recollection  of  these  checks  is  that  they  were 
charged  to  the  salary  accounts,  respectively,  of 
Schneider  and  Baskett. 

Exhibit  203  consists  of  three  checks,  all  dated 
April  17,  1945,  the  first  one  payable  to  R.  J.  Schnei- 
der in  the  amount  of  $1,158.50,  and  endorsed  manu- 
ally by  Mr.  Schneider  and  with  a  rubber  stamp  by 
Hans  Forster. 

The  second  check  is  issued  to  Maizie  R.  Baskett, 
in  the  same  amount,  $1,158.50,  and  ])ears  the  same 
^yf'Q  of  endorsement,  except  it  is,  of  course,  en- 
dorsed by  Mrs.  Baskett  and  a  rubber  stamp  en- 
dorsement by  Mr.  Forster. 

The  third  one  in  the  amount  of  $2,317— f]\'^,t  i^, 
$2.317— is  endorsed  only  by  Mrs.  Baskett.  [492] 

Likewise,  I  believe  these  were  charged  to  the  sal- 
ary accounts  of  Schneider  and  Baskett,  respec- 
tively. 
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Exhibit  204 

The  Court :  (Interi)osing)  May  I  interrupt  here  ? 
Aren't  these  exhibits  all  of  a  similar  nature! 

Mr.  Obenour:    Yes,  sir. 

Mr.  Le  Sourd:  They  are,  and  this  was  all  testi- 
fied to. 

The  Court:  He  is  doing  this  at  your  request,  as 
I  understand. 

Mr.  Le  Sourd:  I  simply  wanted  to  show  that 
these  checks  were  payable  to  Schneider  and  Baskett 
and  charged  to  that  account. 

The  Court:  Is  it  your  desire  that  he  read  each 
one? 

Mr.  Le  Sourd:  Not  necessarily.  It  is  understood 
that  these  are  checks  payable  to  Schneider  and 
Baskett. 

Mr.  Keesling:  I  request  where  they  are  indi- 
ca,ted  in  what  exhibit — the  exhibits  in  here — if  he 
will  show  us  where  they  are  posted. 

The  Court:    Do  you  question  it? 

This  all  takes  time.  If  you  desire  to  have  him  do 
it  and  insist  on  it [493] 

Mr.  Keesling:    Just  generally. 

Mr.  Obenour:    Exhibit  199,  if  the  Court  please. 

Mr.  Griffin:  As  I  have  said,  your  Honor,  I  will 
not  object,  because  it  is  all  in  evidence,  everything 
he  is  testifying  to.   It  is  admitted. 

The  Court:  As  I  understand,  Mr.  Keesling  de- 
sires to  have  him  point  out  specifically  where  he 
found  it. 
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Mr.  Keesling:  I  will  withdraw  that  for  the  pur- 
pose of  saving  time. 

The  Court :    You  may  proceed  then,  Mr.  Obenour. 

Q.  (By  Mr.  Obenour)  :  Were  all  those  checks 
of  a  similar  nature  then  payable  in  the  manner  you 
have  described  the  previous  ones? 

A.  Well,  they  aren't  identical,  but  they  are 
similar. 

Q.  And  how  were  they — to  what  accounts  were 
they  charged? 

A.  To  the  salary  accounts  of  Schneider  and 
Baskett. 

Q.  Handing  you  Exhibits  76,  77  and  75,  which 
have  been  identified  as  cashier's  checks  ordered  by 
Mr.  [494]  Schneider  and  payable  to  Mr.  Forster  at 
the  Peoples  National  Bank  of  Washington,  did  you 
do  anything  in  regard  to  those  bank  drafts,  or, 
rather,  cashier's  checks — pardon  me? 

A.    Yes,  we  did. 

Q.  What  did  you  do  in  regard  to  those  cashier's 
checks  ? 

A.  Again,  we  examined  the  deposit  tickets  of 
account  198  to  determine  whether  or  not  they  were 
listed  on  them.  We  examined  the  records  of  the 
Renton  Branch  of  Peoples  Bank,  to  determine  who 
had  purchased  them.  We  talked  with  Mr.  Schnei- 
der about  them,  and  we  examined  the  books  of  Ren- 
ton Ice  and  Ice  Cream  to  see  whether  or  not  there 
was  any  notation  in  the  books  referring  to  them. 

We  talked  with  Mr.  Forster  about  them,  and  we 
talked  with  Mr.  Taylor  abont  them. 
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Q.    Where  were  these  cashier's  checks  deposited'? 

A.  I  believe  they  were  deposited  in  Account  198, 
with  the  exception  of  one,  which  is  deposited  in 
the  savings  account  of  Mr.  Forster  at  the  Renton 
Branch  of  Peoples  Bank. 

Q.  What  was  the  total  amount  of  these  cashier's 
checks,  and  checks  that  was  received  by  Mr.  For- 
ster? [495] 

A.  I  have  a  total  of  $14,026.13  for  the  years 
1945  through  1949.  There  are  some  additional 
checks  here  which  were  received  at  an  earlier  date 
not  included  in  that  total. 

Q.  Were  these  checks  received  by  Mr.  Forster 
included  on  Exhibits  1,  2,  3,  4  or  5  in  their  respec- 
tive years,  the  tax  returns  of  Mr.  Forster  f 

A.     They  do  not  appear  on  those  exhibits,  no,  sir. 

Q.  Did  you  discuss — you  say  you  discussed  this 
v/ith  Mr.  Forster.  What  did  Mr.  Forster  say  re- 
garding these  checks  and  cashier's  checks  totalling 
fourteen  thousand  dollars'? 

A.  He  said  that  he  had  rendered  services  to  the 
corporation,  and  that  this  represented  reimburse- 
ment to  him  for  his  services.  That  is  my  recollec- 
tion of  the  substance  of  what  he  said  about  them. 

Q.  Did  you  speak  to  Mr.  Taylor  about  this  item 
of  fouileen  thousand  dollars  as  representing  these 
exhibits  that  you  have  mentioned? 

A.     Yes,  I  did. 

Q.     What  did  Mr.  Taylor  say? 

A.     He  said  that  he  knew  about  them,  and  that 
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he  had  told  Mr.  Forster  in  what  bank  account  to 

deposit  them.  [496] 

Q.     What  description  did  lie  give  to  the  checks? 

A.  He  said  that  he  didn't  know  how  to  describe 
them.  That  the  Board  of  Directors  of  the  corpora- 
tion had  not  voted  a  salary  for  Mr.  Forster  so  he 
didn't  classify  them  as  salary  for  that  reason. 

Q.  Did  he  say  anything  as  to  his  knowledge 
when  he  had  first  obtained  his  knowledge  concern- 
ing these  checks? 

A.  Well,  I  believe  he  indicated  that  he  knew 
about  them  from  the  beginning  of  the  issuance  of 
the  checks  throughout  the  period. 

Q.  Did  he  say  anything  as  to  whether  or  not 
there  was  a  system  to  it,  or  a  plan  to  the  payment 
of  these  checks? 

Mr.  Griffin:    Objected  to  as  leading. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  Did  he  de- 
scribe to  you  the  manner  in  which  the  checks  were 
paid  ? 

Mr.  Griffin:  Just  a  moment,  if  I  may.  By  "he," 
I  assume  you  are  now  referring  to  Mr.  Taylor,  but 
I  can't  tell,  definitely. 

Mr.  Obenour :    That  is  correct. 

A.  Well,  I  discussed  all  these  checks  with  him. 
I  think  we  had  photostats  of  some  of  the  cashier's 
checks,  [497]  and  he  generally  said  that  he  knew 
about  them  and  knew  that  the  payments  were  l^eing 
made. 

Q.     (By  Mr.  Obenour)  :     Handing  you  Exhibit 
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200,  did  you  do  anything  in  regard  to  Exhibit  200? 

A.    Yes,  sir. 

Q.  And  what  are  those  items  there  included  on 
Exhibit  200? 

A.  This  is  a  group  of  checks — billings — and 
sales  invoices.  The  billings  and  sales  invoices  were 
issued  by  Issaquah  Creamery  Company.  The  checks 
were  issued  by  Renton  Ice  and  Ice  Cream  Com- 
pany, payable  to  Issaquah  Creamery  Company. 

Q.     What  did  you  do  in  regard  to  Exhibit  200? 

A.  We  first  asked  for  all  of  the  checks  issued  by 
Renton  Ice  and  Ice  Cream  Company  to  Alpine 
Dairy  and  Issaquah  Creamery. 

After  we  had  the  checks  in  our  possession,  we 
sorted  out  those  which  had  been — appeared  to  have 
been  deposited  in  Account  198.  We  then  went  out 
to  Renton  and  asked  Mr.  Schneider  for  the  sup- 
porting papers,  on  which  he  had  issued  these 
checks,  and  he  produced  for  us  these  billings  from 
Issaquah  Creamery,  and  his  copy  of  the  sales  in- 
voices describing  the  merchandise  which  Renton  Ice 
and  Ice  Cream  had  bought,  [498]  itemizing  each 
of  these  billings. 

We  then  went  over  to  Issaquah  to  the  Creamery 
Office,  and  asked  Mr.  Erickson  for  the  accounts  re- 
ceivable ledger  card  for  Renton  Ice  and  Ice  Cream 
Company,  and  compared  these  checks  and  state- 
ments with  that  card  to  see  whether  or  not  they 
were  listed  on  the  card. 

Q.     Were  they  listed  on  the  card? 

A.     No,  they  were  not. 
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Q.    Where  were  these  checks  deposited? 

A.  I  believe  they  were  all  deposited  in  Account 
198. 

Q.  And  what  is  the  payee  on  each  one  of  the 
checks  ? 

A.    Issaquah  Creamery  Company. 

Q.  What  is  the  total  of  Exhi])its  200,  the  total 
of  the  checks  included  in  Exhibit  200? 

A.     There  is  a  total  of  $2,684.06. 

Mr.  Griffin:  If  the  Court  please,  I  would  like  to 
suggest  to  your  Honor  that  that  which  the  witness 
has  just  testified  to  are  items  139  to  148—147 — in 
the  stipulated  Exhibit  238  which  was  stipulated 
February  19th. 

I  still,  notwithstanding  the  representation  of 
Counsel,  suggest  that  it  is  just  proving  the  ad- 
mitted [499]  fact  and  admitted  stipulation. 

The  Court:  I  take  it  that — would  that  stipula- 
tion cover  the  fact  that  this  witness  made  the  in- 
vestigation, and  determined  the  fact  as  it  appears 
undoubtedly  on  the  stipulation  t 

Mr.  Obenour:  No,  sir;  that  simply  stipulates  to 
a  given  amount. 

The  Court:  I  understand  the  stipulation  as  it 
is,  but  would  that  include  that,  Mr.  Griffin? 

Mr.  Griffin :  Well,  I  suggest  that  what  he  did  is 
immaterial.   That  is  my  point. 

The  Court:  I  don't  know  what  you  may  be  ask- 
ing this  witness  for  undoubtedly  and 

Mr.  Griffin:     (Interposing):    Well,  neither  do  I. 

The  Court:     (Continuing)  so  I  must  accept 
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his  representation  that  it  is  material  to  some  subse- 
quent testimony,  and  I  take  it,  when  you  say  it  is 
going  to  be  material,  it  is  material  to  something  in 
addition  to  the  facts  covered  by  the  stipulation. 

Mr.  Obenour:  Yes,  sir.  The  materiality  will  be 
the  next  question,  if  the  Court  please. 

The  Court :  You  may  proceed.  That  is  all  I  am 
concerned  about.  [500] 

Q.  (By  Mr.  Obenour)  :  Examining  Exhibits  1, 
2,  3,  4  and  5,  the  tax  returns  of  Mr.  Forster,  are 
the  amounts  you  have  just  stated  as  being  the  total 
of  Exhibit  200  included  in  the  respective  tax  re- 
turns of  those  exhibits?  A.     No,  they  are  not. 

Mr.  Griffin:  If  the  Court  please,  if  I  may  inter- 
rupt again,  in  the  light  of  Counsel's  representation, 
the  stipulation  specifically  says  that  they  are  not 
recorded  on  the  books  of  the  corporation, 

Now,  what — we  have  conceded  they  are  not  re- 
corded on  the  books,   and  not  in  his   income  tax 

returns.  [501] 
***** 

Q.  (By  Mr.  Obenour)  :  Did  you  do  anything  re- 
garding Exhibit  209?  A.     Yes,  sir. 

Q.     What  did  you  do  in  regard  to  209? 

A.  We  followed  the  same  procedure.  We  asked 
— there  was  one  of  the  checks  included  in  this  which 
we  had  requested  from  Renton  Ice  and  Ice  Cream. 
We  examined  the  deposit  tickets  of  Account  198 
and  found  that  it  was  listed  thereon. 

Q.    What  was  this  check  drawn  for? 

A.     It  was  issued  to  Issaquah   Creamery   [502] 
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Company.    I  believe  it  was  charged  in  the  Renton 

Books  as  the  xxirchase  of  a  freezer. 

Q.    Where  was  it? 

A.  Or  a  freezer  cabinet.  It  was  deposited  in 
account  198. 

Q.  Was  it  entered  on  the  books  and  records  of 
Issaquah  Creamery'?  A.     No,  it  was  not. 

Q.  Was  it  shown  upon  the  tax  return  of  Mr. 
Forster?   On  either  Exhibits  1  through  5? 

A.     No,  sir,  it  as  not.  *****  [503] 

Q.  What  did  Mr.  Forster  say  he  was  receiving 
in  the  way  of  salaries  during  this  period? 

A.  He  mentioned  his  salary  from  Issaquah 
Creamery  Company,  Incorporated,  for  eighteen 
thousand  per  year,  the  payments  received  from 
Simonson  and  Forster,  of  $100  a  month,  and  the 
payments  received  from  Renton  Ice  and  Ice  Cream 
Company.  He  didn't  specify  the  amounts.  And, 
also,  in  connection  with  a  series  of  questions  which 
I  asked  him  about,  he  referred  to  the  payments 
made  on  his  behalf  to  Mrs.  Finstad  of  Finstad  and 
Utgard. 

Q.  Did  he  make  any  statement  concerning  pay- 
ment of  dividends  by  any  of  the  corporations  in 
which  he  had  an  interest?  A.     Yes.  [511] 

Q.     What  did  he  say? 

A.  He  said  that  none  of  the  corporations  in 
which  he  had  an  interest  had  ever  paid  any  divi- 
dends. 

Q.     What  did  he  say  concerning  the  reason  that 
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lie  was  receiving  money  from  Renton  Ice  and  Ice 

Cream  Company? 

A.  He  said  that  he  was  rendering  services  to 
the  corporation. 

Q.  Did  you  ask  him  about  the  receipt  of  the 
checks  for  ice  cream  mix,  and  check  for  the  sale 
of  the  freezer,  which  check  having  been  made  out 
to  Issaquah — Issaquah  Creamery? 

A.  I  believe  that  I  included  those  checks  in  a 
niunber  of  other  items  which  I  asked  him  about, 
yes,  sir. 

Q.  What  did  Mr.  Forster  say  concerning  these 
checks  ? 

A.  He  said  that  the  employes  in  the  office  at 
Issaquah,  and  particularly  Mr.  Erickson,  brought 
these  items  to  him,  saying  that  they  didn't  have 
any  place  to  record  them  in  their  records. 

Q.     Did  he  say  what  he  did  with  them  after  that? 

A.  I  believe  he  said  that  they  oftentimes  ac- 
cumulated in  his  desk  drawer  for  several  days,  at 
times  as  much  as  ten  days  or  two  weeks,  and  that 
[512]  periodically  he  deposited  them  in  his  sav- 
ings account. 

Q.  Did  he  make  any  statement  concerning 
whether  or  not  there  was  anything  else  that  w^ould 
accompany  these  checks  that  he  would  receive? 

A.  I  believe  that  he  mentioned  sales  tickets  ac- 
companying some  of  the  items  which  were  placed  on 
his  desk,  or  put  in  his  desk  drawer. 

Q.  What  did  he  say  happened  to  these  sales 
tickets,  or  other  papers,  accompanying  these  checks  ? 
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A.  He  said  that  when  he  cleaned  out  his  desk 
that  he  threw  them  in  the  waste  paper  basket. 

Q.  Did  Mr.  Forster  say  anything  about  the 
money  he  received  from  Finstad  and  Utgard? 

Mr.  Griffin:  I  suggest  that  is  repetitious,  three 
times. 

The  Court:    It  would  appear  to  be  repetitious. 

Q.  (By  Mr.  Obernour  continuing) :  Did  Mr. 
Forster  say  anything  concerning  the  checks  made 
out  by  Finstad  and  Utgard  for  the  supplies'? 

A.     I  believe  he  referred  to  them,  yes,  sir. 

Q.  What  did  Mr.  Forster  say  concerning  the 
checks  made  out  to  Issaquah  Creamery  for  the  sup- 
plies of  Finstad  and  Utgard^  [513] 

A.  I  think  that  he  included  those  in  his  com- 
ments about  the  items  which  Mr.  Erickson  brought 
to  him  saying  he  had  no  place  to  record  them  in  his 
books  and  records.  [514] 

*     -x-     *     *     * 

Q.  Handing  you  Exhibit  190,  did  you  do  any- 
thing in  regard  to  190,  a  check  to  Issaquah  Cream- 
ery? A.     Yes,  sir;  I  did. 

Q.     What  is  that  check? 

A.  It  is  a  check  issued  by  Darigold  Farms  pay- 
able to  Issaquah  Creamery.  The  amount  is  $4,939.74. 

Q.  Did  you  examine  the  books  of  Issaquah 
Creamery  in  regard  to  the  payments  of  Milk  Equal- 
ization checks  by  Darigold? 

A.     Yes,  sir;  I  did.  [518] 

Q.  What  did  the  books  of  Issaquah  Creamery 
show  as  to  the  checks  payable  to  Issaquah  Cream- 
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ery  by  the   Darigold   for  Milk  Equalization   pay- 
ments ? 

A.  During  the  spring  and  summer  of  1947  there 
are  a  series  of  checks  issued  by  Darigold  Farms  to 
Issaquah  Creamery  Company  which  are  listed  in 
this  sales  analysis  book  with  the  exception  of  this 
one  check  which  was  the  last  check  issued  by  Dari- 
gold Farms  for  Milk  Equalization  checks  to  Issa- 
quah Creamery  in  1947. 

Q.  Was  Exhibit  190  entered  upon  the  books  and 
records  of  Issaquah  Creamery,  the  checks? 

A.  The  check  made  a  part  of  this  exhibit  was 
not  listed  in  their  books  and  records. 

Q.  What  is  the  total  of  the  checks  made  by  Apex 
Farms  to  Issaquah  Creamery  which  were  listed  as 
milk  equalization  checks  as  shown  on  Exhibit  142? 

A.     Twenty-three  thousand — excuse  me.  The  total 

I  have  includes  the  calendars,  as  well.  I  have  a  total 

of  $23,030.92.  [519] 
***** 

Q.  (By  Mr.  Obenour  continuing) :  What  did  you 
find  in  your  analysis  of  the  books  and  records  of 
Alj^ine  Dairy? 

A.  In  examining  the  books,  we  foimd  that  a 
niunber  of  checks  had  been  issued  and  claimed  as 
expense,  which  in  fact  were  deiDosited  in  Mr.  For- 
ster's  personal  savings  account. 

Q.  Handing  you  Exhibits  66,  66- A,  61  and  67- A, 
did  you  do  anything  regarding  those  checks  in- 
cluded in  those  four  exhibits?  A.     Yes. 
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Q.  What  did  you  first  do  concerning  these  checks 
in  66,  66- A,  67  and  67- A? 

Mr.  Keesling:  If  the  Court  please,  with  refer- 
ence to  the  previous  answer,  I  move  to  strike  his 
phraseology,  "which  in  fact".  [522] 

The  Court :  Well,  I  don't  recall  specifically.  There 
was  no  objection  made.  I  will  deny  the  motion. 
You  might  proceed.  Do  you  have  the  question  in 
mind? 

Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  Well,  my  recollection  is  that  I  made  a  list 
of  them  from  the  deposit  tickets  and  the  analysis 
of  account  198. 

Q.    (By  Mr.  Obenour) :    What  did  you  then  do? 

A.  I  requested  that  the  checks  be  supplied  to 
me. 

Q.     Were  they?  A.     Yes,  they  were. 

Q.     What  did  you  do  then? 

A.  I  think  the  only  remaining  things  which  I 
did  with  reference  to  them  was  to  talk  to  Mr.  For- 
ster  about  them,  and  to  Mr.  Erickson  and  to  Mr. 
Taylor. 

Q.  Did  you  determine  where  those  checks  were 
deposited  ? 

A.  They  were  listed  on  the  deposit  tickets  in 
account  198.  [523] 

Q.  And  how  were  these  checks  charged  on  the 
books  of  Alpine  as  retained  at  Issaquah  Creamery? 

A.     They  were  all  deducted  as  some  type  of  busi- 
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ness  expense.  The  principal  classification,  I  believe, 

is  rebates  to  customers. 

Q.  What  are  those  checks;  what  are  those 
checks  then  as  to  the  payee  f  Who  were  the  payees 
of  those  checks? 

A.  There  is  a  long  list  of  them.  Do  you  want 
me  to  read  from  the  checks? 

Mr.  Grifiin:     I  suggest,  if  the  Court  please 

The  Court:    (Interposing)    They  are  in  evidence. 

Q.  (By  Mr.  Obenour) :  Is  there  any  general 
classification  as  to  the  type  of  the  check? 

Mr.  Grifiin:  They  have  been  identified  as  dis- 
count checks  by  the  Government's  own  witnesses. 

The  Court:  Objection  will  be  sustained  to  the 
question. 

Q.  (By  Mr.  Obenour) :  Are  there  any  other 
checks  there  other  than  the  discount  checks? 

A.     I  believe  there  are,  yes,  sir.  [524] 

Q.  What  are  the  totals  of  the  checks  in  66,  66- A, 
67  and  67-A? 

A.     I  find  that  there  is  a  total  of  $2,331.05. 

Q.     And  how  were  those  checks  charged  off? 

A.     They  are  all  charged  as  business  expense. 

Q.     Those  that  are 

A.  (Interposing)  The  principal  classification  is 
as  rebates  to  customers. 

Q.  By  whom  were  these  charges  to  expenses 
made? 

A.  But  Mr.  Erickson  told  me  that  he  had  charted 
them  as  a  rebate  to  customers,  and  I  don't  recall 
discussing  the  balance  of  them  with  Mr.  Erickson 
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specifically,  but  he  said  that  he  did  chart  all  the 
checks  as  to  what  type  of  deduction  they  repre- 
sented. [525] 

*  *  *  *  * 

Q.  Did  you  find  in  the  books  that  you  examined 
any  occasions  where  he  had  voided  a  check'? 

A.  Well,  yes,  in  the  check  register  for  Alpine 
Dairy,  the  Issaquah  Creamery  from  time  to  time 
there  appeared  checks  where  he  has  simply  written 
in  "cancelled"  without  showing  any  other  detail. 

Q.  Did  you  talk  to  Mr.  Forster  about  these 
checks,  66  and  67? 

A.     I  believe  I  did,  yes,  sir. 

Q.     What  did  Mr.  Forster  say? 

A.  He  said  that  Mr.  Erickson  simply  brought 
these  checks  to  him  and  said  he  didn't  have  any 
provision  in  his  books  for  them. 

Q.     Did  he  say  anything  further? 

A.  Yes,  that  he  had  deposited  them  in  his  sav- 
ings account. 

Q.  Did  he  say  anything  concerning  where  he  re- 
ceived these  checks? 

A.  Yes,  he  indicated  that  they  were  either  placed 
on  his  desk  or  a  desk  drawer,  if  he  was  not  present 
at  Issaquah  when  he  would  return  he  would  find 
them  on  his  desk,  or  in  his  desk  drawer. 

Q.  Did  he  give  any  reason  why  he  put  them 
into  his  personal  savings  account  198?   [528] 

A.     Yes,  he  did. 

Q.     What  did  he  say? 

A.     My   recollection  is   that   he   said  that   since 
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there  was  no  provision  in  the  books  for  them,  that 

he  felt  that  he  should  put  them  in  a  safe  place. 

I  should  add  that  that  explanation  was  offered, 
not  only  with  reference  to  these  particular  checks, 
but  checks  generally  handed  to  him  or  placed  in 
his  desk. 

Q.  Yf  ere  any  of  these  checks  included  upon  the 
income  tax  return  of  Mr.  Forster  for  the  year  in 
which  it  was  received? 

A.  They  don't  appear  as  such  on  the  tax  return, 
no,  sir.  [529] 

*    *    *    *    -x- 

Q.  (By  Mr.  Obenour)  :  I  ask  you  to  examiine 
255  and  can  you  find  any  of  the  checks,  Exhibit  253, 
Exhibit  254,  the  two  checks  in  239,  payable  to  Al- 
pine, and  the  one  check  in  239  payable  to  Issaquah, 
charged  upon  Exhibit  255?  A.     Yes,  sir. 

Q.     Which  ones  are  on  255? 

A.  The  check  of  $774.68  to  Issaquah  Creamery; 
the  [542]  cheek  of  $447.59  to  Issaquah  Creamery; 
the  check  of  $641.16  to  Alpine  Dairy;  the  check  of 
$457.72  to  Alpine  Dairy;  the  check  of  $492.05  to 
Alpine  Dairy. 

Q.  And  what  is  the  account  to  which  those 
checks  are  charged? 

A.  They  are  charged  on  the  delivery  expense 
account. 

Q.     Of  w^hat  company? 

A.    Arctic  Gardens. 

Q.  And  what  is  the  total  then  of  these  five 
checks  ? 
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A.  I  have  them  broken  down  by  company  only. 
I  can  combine  them  and  give  them  the  total,  if  you 
wish.  For  Alpine,  the  total  is  $1,672.27.  For  Issa- 
quah,  $1,088.75.  The  combination  would  be  slightly 
more  than  twenty-seven  hundred  dollars. 

Mr.  Obenour:    May  this  be  marked,  please? 

The  Clerk:  Plaintiff's  Exhibit  256  marked  for 
identification. 

(Plaintiff's  Exhibit  256  marked  for  identi- 
fication.) 

Q.  (By  Mr.  Obenour)  :  Did  you  examine  the  tax 
returns  of  Mr.  Forster  for  the  years  1945  to  1949, 
to  determine  Vvliether  or  not  those  checks  had  been 
included  on  his  tax  returns'?  [543] 

A.     Yes,  I  did. 

Q.     Are  they  included  on  his  tax  returns? 

A.     No,  they  are  not. 

Q.  I  hand  you  what  has  been  marked  Plaintiff's 
Exhibit  256  and  ask  you  if  you  can  identify  this? 

A.    Yes. 

Q.    And  what  is  it,  please? 

A.  It  is  the  1946  corporate  tax  return  of  Arctic 
Gardens,  Incorporated. 

Q.  Do  you  recognize  the  signatures  appearing 
upon  that  tax  return?  A.     Yes,  sir. 

Q.    Whose  signature? 

A.     I  recognize  part  of  them. 

Q.     What  signatures  do  you  recognize  ui)on  it? 

A.    L.  Hicks  Taylor. 

Q.  And  what  is  the  date  of  the  tax  return, 
please  ? 
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A.     It  is  for  the  calendar  year  1946. 

Q.     Can  you  determine 

Mr.  Obenour:  Pardon  me.  I  will  offer  it  at  this 
time,  if  the  Court  please. 

Mr.  Le  Sourd:  There  is  no  objection,  your 
Honor. 

Mr.  Griffin:    We  have  no  objection. 

Mr.  Keesling:     We  have  no  objection. 

The  Court:  Exhibit  256  for  identification  [544] 
may  be  admitted. 

(Plaintiff's    Exhibit    256    admitted    in    evi- 
dence.) 

Q.  (By  Mr.  Obenour  continuing)  :  Is  there  a 
check  included  on  239  in  the  amount  of  $773.21  pay- 
able to  Hans  Forster? 

A.     On  Exhibit  239? 

Q.    Yes.  A.    Yes,  sir,  there  is. 

Q.     What  did  you  do  concerning  that  check? 

A.  I  looked  on  the  deposit  tickets  of  Account 
198,  Mr.  Forster's  personal  savings  account,  to  de- 
termine whether  or  not  it  was  deposited  in  that 
account. 

Q.     Was  it  deposited? 

A.  Yes,  it  was.  I  looked  at  the  Arctic  Gardens 
record  to  determine  how  it  was  charged,  and  I  was 
unable  to  clearly  establish  what  it  was  charged  for. 
However,  I  discussed  it  mth  Mr.  Taylor  and  he 
told  me  it  was  paid  for  interest  on  a  loan  which 
Mr.  Forster  had  made  to  Arctic  Gardens,  Incor- 
porated. 

Q.    Did  you^ 
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A.  (Interposing)  I  also  examined  Mr.  Forster's 
tax  returns.  This  check,  by  the  way,  is  dated  Decem- 
ber 31,  1945.  I  examined  Mr.  Forster's  tax  return  to 
learn  whether  or  not  it  was  listed  as  an  interest  item 
on  [545]  his  tax  return. 

The  tax  return,  however,  showed — I  think  I 
probably  need  the  exhibit  which  shows  details  of 
the  1945  return.  It  is  Mr.  Forster's  return. 

Mr.  Patten:    No.  6. 

A.  (Continuing)  :  The  tax  return  actually  lists, 
on  line  3 :  "Enter  the  total  amount  of  your  dividends 
and  interest,  including  interest  from  Government 
obligations,"  and  so  forth — on  that  line,  there  was 
listed  an  amount  of  $2,993.45.  It  does  not  give  any 
details  in  the  tax  return  as  to  what  the  breakdown 
of  those  interest  items  are. 

Also 

Q.  (By  Mr.  Obenour  interposing)  :  What  exhibit 
now  is  that  item  in? 

A.  This  is  Exhibit  6.  Also,  in  this  same  tax  re- 
turn, in  the  schedule  of  Capital  Gain,  there  is  listed 
what  appears  to  be  interest  on  Government  bonds. 

Q.    Did  you 

A.  (Interposing)  However,  this  particular  item 
could  not  be  identified  on  the  tax  return  itself.  So, 
thereafter,  I  examined  the  work  papers  [546]  of 
Mr.  Taylor,  which  he  apparently  used  in  preparing 
this  tax  return,  which  does  give  a  breakdown  of  the 
interest  items.  I  have  it  here,  I  believe.  Yes.  Shall 
I  continue,  or 
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Q.  (Interposing)  Would  you  identify  what  it  is, 
please  ? 

Mr.  Griffin :    Let's  get  a  niunber,  first. 

A.     This  is  a 

The  Court:  (Interposing)  Just  a  moment.  We 
will  mark  it. 

The  Witness:     Oh. 

The  Clerk:  Plaintiff's  Exhibit  No.  257  marked 
for  identification. 

(Plaintiff's  Exhibit  No.  257  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Obernour)  :  I  hand  you  Plaintiff's 
Exhibit  257  and  ask  you  if  you  can  identify  it, 
sir?  A.    Yes,  sir. 

Q.     What  is  it,  please? 

A.  It  is  a  combined  jorofit  and  loss,  and  balance 
sheet,  headed  Alpine  Dairy  Profit  and  Loss,  De- 
cember 31,  1945,  and  balance  sheet,  December  31, 
1945. 

Q.     Do  you  recognize  the  handwriting  on  it? 

A.     Yes,  I  believe  it  is  Mr.  Taylor's. 

Q.  And  did  you  say  there  were — would  that  be 
a  finished  paper,  or  work  paper,  or  what  would  be 
the  description  in  the  terminology  that  you  have 
there  ? 

A.     It  is  a  year-end  work  paper.   [548] 

The  Clerk:  Defendants'  Exhibit  No.  A-10  mark- 
ed for  identification. 

(Defendants'  Exhibit  No.  A-10  marked  for 
identification.) 
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Mr.  Le  Soiird:  Mr.  Eppler,  handing  you  De- 
fendants' Exhibit  A-10  for  identification,  can  you 
state  what  that  is? 

Mr.  Obenour:  Again,  I  would  object  if  [551] 
the  Court  please,  as  improper  voir  dire. 

The  Court:  Does  this  matter,  have  some  relation 
as  to  how  this  matter  came  into  possession? 

Mr.  Le  Sourd:  Yes.  This  matter  is  laying  the 
groundw^ork,  your  Honor,  for  an  objection  to  this 
paper,  along  with  these  other  working  papers  as 
being  improperly  in  the  possession  of  the  Govern- 
ment. 

The  Court :    It  seems  to  me  it  is  proper  voir  dire. 
Mr.  Obenour:     If  the  Court  please.  Counsel  has 
indicated  previously  as  to  a  motion.  It  would  ap- 
pear it  would  be  heard  as  his  motion,  and  not  as  to 
the  voir  dire. 

The  Court:  If  you  don't  wish  to  offer  the  ex- 
hil^it,  and  if  you  want  to  withdravf  it,  the  Court 
will  cut  off  the  examination. 

Mr.  Obenour:  No,  sir;  we  will  offer  it. 
The  Court:  That  is  what  voir  dire  is.  If  it  has 
anything  to  do  with  the  admissibility  of  this  docu- 
ment, I  assume  it  is  proper,  and  on  the  showing 
made,  there  may  be  some  question  so  I  will  over- 
rule the  objection. 

Mr.  Le  Sourd:    I  think  I  asked  the  witness  if  he 
could  state  what  Exhibit  A-10  for  identification  is. 
The  Witness :     Yes,  sir. 
Mr.  Le  Sourd:     And  what  is  it? 
The  Witness:     It  is  a  memorandum  of  a  series 
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of  interviews  that  I  had  by  telephone  and  in  person 
on  September  6,  1950,  mth  Mr.  E.  P.  Tremper, 
C.P.A.,  connected  with  Toiiche,  Mven,  Bailey  and 
Smart;  with  Mr.  George  Kachlein,  Attorney,  and 
second  interview  with  Mr.  E.  P.  Tremper,  all  on  the 
same  day. 

Mr.  Le  Sourd:     Did  these  interviews 

The  Witness  (Interposing)  :  Excuse  me.  Attached 
to  it  is  a  smmnons  which  I  served  on  Mr.  Tremper 
requiring  him  to  produce  this  particular  paper 
along  with  others. 

Mr.  Le  Sourd :  These  interviews  that  are  covered 
in  Defendants'  Exliibit  A-10  for  identification,  had 
to  do  with  the  production  of  Plaintiff's  Exhibit 
257,  along  with  other  working  papers  of  Mr.  Tay- 
lor? 

The  Witness:  No,  it  rather  summarizes  the  sub- 
stance of  the  conversations  that  I  had  with  those 
three  people. 

Mr.  Le  Sourd:  Those  conversations  were  with 
regard  to  the  production  of  working  papers  of  Mr. 
Taylor?  [553] 

The  Witness:  I  think  it  would  be  more  accurate 
to  say  it  was  with  reference  to  my  asking  them  to 
give  them  to  me. 

Mr.  Le  Sourd :  Yes,  but  to  give  working  papers, 
including  Plaintiff's  Exhibit  2571 

The  Witness:     That  is  right. 

Mr.  Le  Sourd:  And  Defendants'  Exhibit  A-IO 
for  identification,  you  knew  to  be  a  correct  state- 
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ment  at  the  time  of  what  transi:)irecl  on  that  day 

in  this  respect? 

The  Witness :     Yes,  sir. 

Mr.  Le  Soiird :    I  will  offer  it,  if  the  Conrt  please. 

The  Court:  I  don't  know  that  it  is  admissible, 
if  there  is  any  objection. 

Mr.  0])enour:  We  would  object  to  the  admission 
of  the  document  at  this  time,  if  the  Court  please. 

The  Court:  You  might  state  the  grounds  for 
your  objection,  Mr.  Obenour. 

Mr.  01)enour:  The  matter  is  immaterial  and  ir- 
relevant to  the  entrance  or  admittance  of  Exhibit 
257,  and  that  the  manner  in  which  it  was  obtained, 
is  not  shown.  It  is  simply  a  basis  of  conversations 
he  had  with  certain  individuals.  It  [554]  would  have 
no  bearing  to  the  admittance  upon  identification 
previously  given  by  this  witness  of  Exhibit  257. 

The  Court:  You  have  heard  the  objection,  Mr. 
Le  Sourd.  Do  you  have  any 

Mr.  Le  Sourd:  (Interposing)  :    Yes,  your  Honor. 

The  Court  (Continuing):     reply? 

Mr.  Le  Sourd:  I  do.  This  goes  to  the  question 
of  whether  or  not  this  particular  exhibit  now  of- 
fered by  the  Grovemment  together  with  other  work- 
ing papers  and  personal  papers  of  the  Defendant 
Taylor  were  properly  and  are  properly  in  the  hands 
of  the  Grovernment,  and  as  to  whether  they  may  be 
introduced  into  evidence  in  this  case. 

This  is  in  connection  with  our  motion  which  was 
made  the  other  day,  which  your  Honor  said  should 
be  raised  by  objection  to  the  evidence,  and  we  are 
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objecting  to  the  admission  of  Plaintiff's  Exhibit 
257  for  identification  on  the  groimd  that  the  Gov- 
ernment improperly  has  possession  of  this  document 
and  the  other  working  papers  of  this  Defendant, 
and  cannot  properly  use  them  as  evidence  in  this 
case,  and  the  evidence  now  offered  is  as  to  how  the 
Govermnent  came  into  possession  of  the  documents. 

The  Court:  Of  course,  it  is  a  memorandum  [555] 
in  the  j)ossession — the  record  doesn't  shov/  who  x>re- 
pared  it — a  memorandum  in  the  possession  of  this 
witness  which  relates  to  conversations.  I  don't  know 
that  that  makes  it  admissible  if  objected  to.  I  don't 
know  on  what  basis  the  Court  can  admit  it. 

Mr.  Le  Sourd:  If  your  Honor  please,  the  witness 
has  testified  that  these  conservations  on  this  day 
had  to  do  with  the  securing  by  him  of  this  docu- 
ment, along  with  other  documents,  and  the  sub- 
stance of  this  memorandum  we  believe  will  show 
the  manner  in  which  these  documents  were  secured 
by  the  Government. 

The  Court:  That  may  all  be  very  true,  but  that 
still  does  not  make  them  admissible,  Mr.  Le  Sourd. 

Mr.  Le  Sourd:  Well,  the  witness  has  stated  that 
this  was  reduced  to  writing  at  the  tune  by  himself, 
and  that  it  was  a  correct  statement  of  what  hap- 
pened at  the  time.  I  can  ask,  of  course,  the  witness 
to  testify  orally  by  refreshing  his  recollection  but 
it  seems  to  me  the  statement  itself 

The  Court:  (Interposing)  Of  course,  if  ob- 
jected to,  the  Court  must  be  governed  by  rules  of 
admissibility,    and   I    think   the    objection   is   well 
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taken,  at  least,  at  this  time,  so  far  as  the  memoran- 
dum [556]  is  concerned- 
Mr.  Le  Sourd:    Very  well,  your  Honor. 

Mr.  Griffin:  While  the  Court  has  ruled  on  the 
objection,  so  that  the  record  may  be  clear  as  to 
Exhibit  A-10,  I  object  to  the  two-sheet  memoran- 
dum. I  do  not  object  to  the  subpoena  attached.  He 
is  olf ering  two  documents.  The  subpoena  shows  how 
these  documents  were  obtained,  and  from  whom. 

The  memorandum,  of  course,  is  inadmissible. 

The  Court:  He  mentioned  more  or  less  in  pass- 
ing the  subpoena,  or  whatever  the  form  is.  Is  that 
an  original  document,  or  some  official  document  of 
some  kind? 

Mr.  Le  Sourd:  Well,  my  offer,  if  the  Court 
please,  would  only  go  to  the  two-page  memorandum. 

The  Court :  If  that  is  offered,  I  take  it  that  that 
is  all  that  is  involved,  and  the  Court  will  sustain 
the  objection  at  this  time. 

Mr.  Le  Sourd:  Mr.  Eppler,  can  you  from  your 
recollection,  refreshed  by  Defendants'  Exhibit  A-10, 
tell  us  what  you  first  did  on  September  6,  1950,  with 
regard  to  securing  the  working  papers  of  Mr.  Tay- 
lor in  Plaintiff's  Exhibit  257? 

Mr.  Obenour:  Again,  if  the  Court  please,  I 
would  object  to  this  type  of  voir  dire  as  to  the  [557] 
questions  and  the  manner  in  which  it  was  obtained 
as  to  any  identification  of  the  original  offered.  It 
has  been  identified  without  reference  to  A-10  or 
other  documents. 
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Having  been  identified,  it  is  a  question  of  ad- 
mission. 

Mr.  Grriffin:  I  think  the  objection  is  broader  than 
that  on  the  part  of  the  Defendant  Forster.  This  is 
not  a  matter  of  voir  dire.  There  was  offered  A-10, 
and  attached  to  A-10  is  a  subpoena.  I  suggest  to 
your  Honor,  like  any  other  document,  when  the 
papers  were  obtained  by  subpoena  prunarily,  or  of 
other  instance  of  any  kind,  nature,  or  description, 
that  is  how  they  were  obtained — by  subpoena,  and 
if  there  is  to  be  argument  on  that,  it  is  a  legal 
argument  in  the  absence  of  the  jury. 

The  Court:  Ordinarily,  I  think  you  might  have 
offered  proper  voir  dire,  but  where  the  question,  as 
the  Court  has  been  advised,  goes  to  the  possession 
of  these  documents,  it  may — it  is  quite  possible  the 
Court  would  permit  extended  examination. 

It  may  be,  Gentlemen,  that  there  is  no  dispute  as 
to  how  possession  came  about.  Is  that  possible? 

In  other  words,  rather  than  go  on  here 

Mr.  Le  Sourd:  (Interposing)  If  it  is  con- 
ceded  

The  Court:    (Continuing)  and  spend  time  on 

examination,  maybe  we  can  agree  as  to  that,  because 
I  take  it  if  the  facts  are  such  as  to  render  the 
documents  inadmissible  as  a  matter  of  law  that 
would  be  done.  Mr.  Le  Sourd  1 

Mr.  Le  Sourd :  If  the  contention  is  that  this  was 
secured  by  virtue  of  subpoena,  then  the  facts  are 
in  dispute.    We  believe  the  evidence  through  this 
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witness  will  show  that  the — these  papers  were  se- 
cured actually  by  a  voluntary  act  of  Mr.  Kachlein, 
and  that  the  subpoena,  we  will  then  argue  this  mat- 
ter of  law,  that  the  subpoena  is  of  no  force  and 
effect  in  this  case  and  that  it  was  only  through  this 
voluntary  act  that  these  were  secured. 

The  Court:  Is  this  a  matter  which  we  might  go 
into  further  in  the  absence  of  the  Jury  to  some 
advantage  % 

Mr.  Le  Sourd :  Yes,  I  think  some  of  the  evidence 
we  will  offer  will  be  by  other  witnesses  also  on  this 
point,  and  it  might  very  well  be  taken  up  in  that 
manner. 

The  Court:  You  might  make  an  offer  of  proof 
here  [559]  wiiich  will  determine  the  advisability  of 
determining  whether  or  not  we  can  go  into  the  ex- 
amination you  want  on  voir  dire  now. 

Mr.  Le  Sourd:  Yes,  and  you  wish  an  offer  of 
proof  at  this  time? 

The  Court:  I  think  we  might  excuse  the  Jury. 
It  is  about  recess  time,  and  then  we  can  proceed 
with  that. 

Mr.  Le  Sourd:    Very  well. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

It  is  now  the  mid-afternoon  recess  time.  The 
Court  calls  your  attention  to  the  admonition  given 
on  previous  occasions,  and  asks  that  you  heed  it  on 
this  occasion.    You  may  now  be  excused. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 
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The  Court :  Before  we  take  the  recess — you  may 
step  down,  if  you  wish. 

(Whereupon,  witness  withdrew  from  the  wit- 
ness stand.) 

The  Court:  You  might  state  what  you  would 
offer  to  prove  in  further  examination,  Mr.  Le  Sourd, 
on  voir  dire. 

Mr.  Le  Sourd:  Very  well,  your  Honor.  We  will 
o:ffer  to  lorove  by  the  witness  now  on  the  [560] 
stand,  and  by  the  testimony  of  L.  Hicks  Taylor, 
that  the  working  papers  of  Mr.  Taylor,  of  which 
this  Plaintiff's  Exhibit  257  for  identification  was  a 
part,  had  been  left  by  him  at  Issaquah,  with  the  in- 
tention of  securing  it  when  he  returned  from  con- 
finement, and  that  on  September  6,  1950,  before  his 
return  or,  prior  to  September  16,  1950,  or,  jout  it 
this  way — that  on  September  6,  1950,  Mr.  Eppler 
called  Mr.  Tremper  of  Touche,  Niven,  Bailey  and 
Smart,  asking  for  possession  of  these  documents, 
and  Mr.  Tremper  exhibited  some  reluctance;  that 
shortly  thereafter,  a  few  minutes  thereafter,  Mr. 
E^Dpler  received  a  call  from  Mr.  George  Kachlein; 
that  Mr.  Kachlein  objected  to  the  turning  over  of 
these  documents  at  first,  on  the  ground  that  he  had 
an  attorney-client  relationship  with  Mr.  L.  Hicks 
Taylor,  and  that  these  were  his  working  papers,  and 
indicated  his  understanding  that  these  working  pa- 
pers would  be  privileged  in  his  hands,  and  that  ho 
did  not  desire  to  turn  them  over. 

We  will  show  that  further  conversation  resulted 
with  regard  to  the  possible  seizure  of  these  docu- 


United  States  of  America  193 

(Testimony  of  Ira  Eppler.) 

ments  by  Mr.  Epjjler;  that  finally,  Mr.  Kaclilein 
said,  if  Mr.  Eppler  would  take  his  summons  down 
to  Touche,  Niven,  Bailey  and  Smart ;  that  Kachlein 
would  [561]  take  the  responsibility  and  order  them 
turned  over  to  Mr.  Eppler. 

We  will  show  that  Mr.  Epi)ler  in  response  to  that 
went  to  the  accounting  firm  and  secured  the  pa]3ers. 

We  will  further  show  that  at  that  time  Mr.  Kach- 
lein had  on  file  with  the  Bureau  of  Internal  Reve- 
nue a  power  of  attorney  authorizing  him  to  repre- 
sent L.  Hicks  Taylor,  and  that  he,  at  no  time,  se- 
cured from  Mr.  Taylor  any  consent  to  the  turning 
over  of  these  documents  either  to  Mr.  Forster's 
accountants  or  to  the  Government,  and  at  no  time 
did  he  consult  Mr.  Taylor  about  it,  nor  secure  any 
waiver  by  Mr.  Taylor  to  the  privilege  which  at- 
tached to  these  documents. 

Mr.  Griffin:  Will  counsel  broaden  his  statements 
to  directly  specify  that  they  were  left  by  Mr.  Taylor 
at  the  Issaquah  Creamery  Company  office? 

Mr.  Le  Sourd:    That  is  correct. 

We  have  a  memorandum  we  have  prepared  on  the 
law  on  this  subject. 

It  will  be  our  position,  your  Honor,  that  when 
these  papers — that  the  facts  which  we  have  out- 
lined will  show  that  Mr.  Kachlein  was  in  control 
of  these  documents,  and  we  will  argue [562] 

The  Court:  (Interposing)  These  documents  were 
in  the  possession  of  the  Issaquah  Creamery? 

Mr.  Le  Sourd :    Not  at  this  time,  no,  your  Honor. 
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The  Court:  ^'At  this  time,"  you  mean  on  Sep- 
tember 6th  ? 

Mr.  Le  Sourd:  1950.  These  documents  were  in 
the  hands  of  Touche,  Mven,  Bailey  and  Smart,  Mr. 
Forster 's  accountants. 

The  Court:  But  they  were  left  by  Mr.  Taylor 
with  Issaquah  Creamery  before  they  were  turned 
over  to  the  accountants'? 

Mr.  Le  Sourd :  That  is  right,  with  the  intention, 
our  evidence  will  show,  that  they  were  left  there  for 
the  purpose  that  they  would  be  available,  if  neces- 
sary, to  use  them  while  Mr.  Taylor  was  in  prison, 
and  that  he  intended  to  pick  them  up  on  his  re- 
turn; and  that  thereafter,  the  evidence,  we  believe, 
will  show  that  they  came  under  the  control  of  Mr. 
George  Kachlein  at  the  time  when  Mr.  Kachlein 
had  on  file  with  the  Bureau  a  power  of  attorney 
authorizing  him  to  act  as  Mr.  Taylor's  attorney,  and 
that  he  recognized  that  capacity  in  these  conversa- 
tions with  Mr.  Eppler  on  that  day  with  regard  to 
these  exhibits.  [563] 

The  Court:  All  right.  Now,  this  co^^rs  the  offer 
of  proof.   Does  that  cover  it? 

Mr.  Le  Sourd :    That  covers  my  offer  of  proof. 

The  Court:  As  to  that  offer  of  proof,  in  the 
event — is  there  any  factual  dispute? 

Mr.  Obenour:    Yes,  sir. 

The  Court:  From  the  Government's  point  of 
view? 

Mr.  Obenour:    Yes,  sir.    He  has  stated  material 
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that  would  be  brought  in  unless  objected  to  hj  the 

Government,  on  this  witness. 

The  Coui-t:    Well 

Mr.  Obenour:  Actually,  there  would  be  dispute 
as  to  any  cooperation  of  any  kind  by  anybody. 

The  Court:  In  other  words,  you  would  not  ad- 
mit it,  but  do  you  say  the  facts  are  different,  other 
than  you  do  not  admit? 

Mr,  Obenour:  Yes,  sir;  we  would.  The  position 
of  the  Government  is  that  they  were  obtained  from 
the  accounting  firm  through  the  summons  which 
was  issued,  and  not  through  the  result  of  any  con- 
versation with  anybody  as  to  cooperation,  or  any 
other  term  that  might  be  employed,  as  to  the  man- 
ner in  which  they  came  into  the  Government's  pos- 
session. [564] 

The  Court:  Your  statement  then  would  be  that 
the  proof  would  show  that  these  documents  were 
produced  as  a  result  of  a  subpoena,  or  summons, 
to  appear  and  produce  books? 

Mr.  Obenour:     Yes,  sir. 

The  Court:    It  is  not  a  subpoena. 

Mr.  Patten:    It  is  a  summons. 

Mr.  Griffin:     Summons. 

Mr.  Obenour:  It  would  have  been,  if  the  Court 
please,  in  the  period  of  time  in  the  possession  of 
the  Government,  it  would  be  untimely  to 

The  Court:  (Interposing)  That  isn't  the  ques- 
tio-\  now. 

Mr.  Obenour:  All  right,  sir,  but  it  would  appear 
again  if  Mr.  LeSourd  is  presenting  this  matter  in 
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defense  of  his  motion,  it  would  be  the  Government's 
position  that  it  would  be  hearing  of  evidence  re- 
garding the  motion  he  made,  and  not  the  matter  of 
the  voir  dire  of  the  Government's  witness  at  this 
time. 

The  Court:    Anything  else? 

Mr.  Grifiin:     Only  this: 

So  far  as  we  are  concerned,  we  certainly  dispute 
very  definitely  the  legal  implications  as  claimed  be- 
cause these  papers — these  working  papers  admit- 
tedly under  the  offer  of  proof  are  left  with  [565] 
the  Issaquah  Creamery  Company.  It  was  left  there 
with  them  at  which  time  Mr.  Taylor  was  an  officer, 
not  only  the  accountant,  but  secretary-treasurer,  of 
that  corporation  and  practically  of  all  of  these  cor- 
porations referred  to  in  the  summons,  and  all  these 
papers  were  left  there. 

From  that  time  on,  it  was  the  business  of  Issa- 
quah Creamery  Company  as  to  what  happened  to 
these  papers,  manifestly,  they  were  turned  over  to 
the  accountants.  They  were  then  property  of  the 
Issaquah  Creamery  Company,  irrespective  of  the 
general  rule  that  the  paper  belonged  to  the  account- 
ant.  This  is  the  secretary-treasurer  accountant. 

Mr.  Le  Sourd:  We  would  desire  to  present  argu- 
ment on  that,  and  also  to  present  testimony  that 
Mr.  Taylor  was  paid  nothing  as  secretary-treasurer 
and  was  paid  as  an  accountant  in  this  City,  and 
we  have  cases  going  to  his  rights. 

The  Court:  At  this  juncture,  Gentlemen,  where 
there  is  an  ofter  of  proof  made  as  to  how  the  docu- 
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ment  came  into  the  possession  of  the  Defendant — I 
mean  of  the  witness,  of  the  Government  in  this  case, 
if  the  Court  refuses  to  hear  or  to  take  testimony  as 
to  that,  is  the  legal  effect  of  that  an  admission  of 
the  offer?  In  other  words,  if  I  proceed  now  with 
an  offer  of  proof  having  been  made  [566]  as  to  how 
I3ossession  was  obtained,  if  I  refuse  to  accept  it  and 
proceed  on  the  facts  and  deny  that — admit  the  docu- 
ment, is  that  not  equivalent  to  admitting  the  fact, 
admitting  the  facts  as  alleged  in  the  offer  of  proof? 

Mr.  Griffin:  I  am  inclined  to  think  that  if  you 
refused  the  offer  of  proof,  the  implication  is  that 
the  facts  are  admitted,  but  rejected  in  any  event, 
as  a  matter  of  law. 

The  Court:    Yes,  as  a  matter  of  law. 

Mr.  Griffin:    Like  a  demurrer. 

The  Court:  Like  a  demurrer.  You  don't  admit 
except  for  the  purpose  of  the  offer,  so  that  is  the 
posture  of  this  question,  and  the  issue  then  becomes 
one — and  on  that  basis,  I  will  hear  you  briefly — in 
other  words,  I  think  the  objection  of  the  Govern- 
ment now  has  to  be  made  just  as  it  might  in  view 
of  the  offer  of  proof. 

Mr.  Le  Sourd:  May  I  add  this  to  my  offer  of 
proof,  with  the  Court's  permission? 

That  the  evidence  will  show  that  the  Government 
Agent  receiving  these  papers  knew — let  me  correct 
that.   I  omitted  to  form  my  offer  of  proof. 

Our  proof  will  show  that  Mr.  Kachlein  had  previ- 
ously stated  to  this  Government  Agent  who  [567] 
received  these  papers  that  if  Mr.  Forster  had  any 
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tax  difficulties,  it  was  Mr.  Taylor's  fault,  or  words 
to  that  effect.  We  wish  to  add  that  to  our  offer  of 
proof,  and  that  by  reason  thereof,  this  agent  knew 
that  Mr.  Kachlein  was  taking  a  position  adverse  to 
Mr.  Taylor,  and  those  documents  were  turned  over 
to  him,  and  further,  that  he  knew  that  Mr.  Taylor 
was  in  the  penitentiary  and  unable  to  protect  him- 
self in  this  regard. 

The  Court:  It  is  clear,  is  it  not,  that  the  docu- 
ments here  involved  are  work  papers  in  connection 
with  the  Issaquah  Creamery? 

Mr.  Le  Sourd:     I  think  it  is  the  Alpine  Dairy. 

The  Court:    Alpine  Dairy? 

Mr.  Le  Sourd:    Yes. 

The  Court:  And  at  that  time,  the  Alpine  Dairy 
was  the 


Mr.  Patten:  (Interposing)  Sole  proprietorship. 
The  Court:  Sole  proprietorship  of  Mr.  Forster? 
Mr.  Griffin:    Yes. 

The  Court :    The  Court  will  take  a  fifteen-minute 
recess. 

(Whereupon,   at  2:52   o'clock  p.m.   a  recess 
was  [568]  had  in  the  within-entitled  and  num- 
bered cause  until  3:10  o'clock  p.m.,  March  3, 
1954,   at  which  time,   counsel   and   defendants 
heretofore  noted  being  present,  the  following 
proceedings  were  had,  to-wit:) 
The  Court:    I  will  hear  briefl}^  from  the  Govern- 
ment and  also  from  Mr.  LeSourd  on  this  issue  now, 
and  we  will   consider  the   offer  and  likewise  any 
other  legal   objections   that   may — or   ground   that 
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may  have  a  bearing  on  the  issue. 

Mr.  Patten:  Your  Honor,  the  Government's  of- 
fer is  very  simple — that  Exhibit  257  is  the  property 
of  Mr.  Hans  Forster.  The  strongest  evidence  of 
that  fact  is  that  in  April,  1950,  Mr.  Taylor  de- 
livered this  particular  document  along  with  other 
papers  to  Mr.  Forster,  which  is  strong  evidence 
that  he  intended  to  relinquish  whatever  property 
he  might  have  claimed  to  it. 

It  is  secondly  our  position  that  this  document  is 
no  ordinary  work  sheet,  that  this  document  is,  in  ef- 
fect, the  records — the  primary  records — or  at  least 
the  summary  records — of  Alpine  Dairy.  It  is  not  a 
work  sheet  in  the  normal  sense  of  the  word,  but  a 
document  which  is  prepared  as  a  step  in  posting  a 
finished  piece  of  paper.  [569] 

If,  for  instance — and  I  haven't  examined  the 
documents  myself — if  we  get  a  profit  and  loss  state- 
ment as  of  March  31,  1945,  or  if  we  need  a  balance 
sheet  of  Alpine  Dairy  as  of  December  31,  1945,  this 
document  257  is  the  only  one  in  existence,  and  you 
can  look  all  through  the  book  and  you  cannot  find 
any  other  place  a  balance  sheet  as  of  December  31, 
1945,  nor  can  you  find  a  profit  and  loss  statement  as 
of  December  31,  1945. 

So  that  this  is,  in  effect,  the  books  and  not  a  docu- 
ment which  was  prepared  as  a  step  in  preparing 
the  final  entries  in  the  books. 

Thirdly,  our  position  is  that  regardless  of  how 
the  Government  obtained  this  document,  it  was  by 
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entirely  proper  procedure  and  is  entitled  to  make 

use  of  it  as  it  desires. 

Mr.  Le  Sourd :  Counsel  says  that  no  place  else  is 
there  a  balance  sheet  and  profit  and  loss  statement. 
Of  course,  it  is  on  the  income  tax  return  for  this 
year,  and  that  balance  sheet  and  xorofit  and  loss 
statement — the  balance  sheet  appears  on — let's  see, 
this  is  a  personal  return — I  was  thinking  of  the 
corporation.  I  believe  it  is  in  the  return.  We  can 
look  at  it.  I  think  it  goes  into  the  return  in  every 
case,  and  this  is  the  notes  and  [570]  working  paper 
Mr.  Taylor  used  in  preparing  that  return.  That  is 
the  purpose  of  it,  from  the  information  in  the 
books  with  the  various  assets,  liabilities  and  ex- 
penses. 

This  is  the  same  as  any  accounting  working 
paper  that  I  have  ever  seen,  and  the  decisions  are 
that  it  is  the  personal  property  of  the  accountant 
who  makes  it. 

Now,  the  leaving  of  it  out  at  Issaquah,  the  evi- 
dence will  show  Mr.  Taylor  was  going  to  be  gone 
for  a  number  of  months.  In  case  of  an  audit  or 
something  like  that,  perhaps  someone  might  want 
to  refer  to  it,  and  he  left  it  there  so  that  it  could 
be  reached  and  available,  but  certainly  there  is  no 
showing,  and  the  evidence  will  show,  that  he  in- 
tended to  repossess  it  when  he  came  back.  He  cer- 
tainly in  no  way  transferred  his  title  to  it,  and 
under  the  cases  cited  in  our  memorandum,  he  has 
the  continuing  right  to  it  as  against  Mr.  Forster. 

I  would  say  further  that  when  that  document — 
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when  this  document,  his  own  working  papers,  X)er- 
sonal  i)apers,  came  under  the  control  of  the  attorney 
who  had  power  of  attorney  on  file  for  him  before 
the  Bureau  of  Internal  Revenue  at  a  time  when 
there  was  a  criminal  investigation  in  process  in 
which  Mr.  Taylor  was  [571]  involved,  that  the 
privilege  that  Mr.  Taylor  had  with  regards  to  this 
personal  document  reasserted  itself  at  that  time, 
and  it  became  Mr.  Kachlein's  duty  at  that  time  to 
assert  that  privilege,  unless  he  were  authorized  by 
his  client  not  to  assert,  and  he  secured  no  such 
authorization  in  this  case. 

Furthermore,  we  say  that  when  the  Government 
agents  knowing  as  they  did  that  Mr.  Kachlein  was 
representing  both  Mr.  Forster  and  Mr.  Taylor, 
knowing  as  they  did  that  Mr.  Kachlein  had  taken 
a  position  adverse  to  Mr.  Taylor,  coming  in  as  we 
vv^ill  show  knowing  that  Mr.  Taylor  was  in  the  peni- 
tentiary, he  was  coming  out  in  four  days,  on  Sep- 
tember 10th,  and  they  came  in  four  days  before  he 
got  out  and  came  into  position  to  physically  assert 
his  own  privilege,  they  go  down  and  take  these 
documents  by  arrangements  with  Mr.  Kachlein, 
whom  they  know  to  be  adverse  in  interest,  and  we 
say  in  that  situation  they  have  no  valid  waiver  of 
the  privilege  as  to  these  documents  and  that  they 
should  not  be  introduced  in  evidence  in  this  case. 

The  Court:    Mr.  Griffin? 

Mr.  Griffin:  If  the  Court  please,  at  some  stage, 
and  I  assume  that  will  be  after  Mr.  Tavlor  takes 
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the  witness  stand,  I  presume  it  will  take  about  two 

[572]  days  of  testimony  upon  this  issue. 

Now,  my  position  at  this  time  is  this:  I  may  say 
to  you  primarily  because  it  is  aside  from  the  point 
that  these  papers  never  came  into  possession  of  Mr. 
Kachlein  as  attorney  either  for  Mr.  Forster  or  Mr. 
Taylor  as  of  September  6,  1950,  which  is  the  day  in 
question,  but  my  position  primarily  is  this — with 
the  books  in  evidence,  and  the  testimony  that  the 
ledgers  were  all  kept  in  the  office  of  Mr.  Taylor, 
and  the  other  books  at  Issaquah,  or  other  places, 
but  they  are  in  evidence,  they  will  show  that  there 
never  was  a  compensating  entry  made  in  the  profit 
and  loss  statement  or  anything  else  in  them  by 
which  you  could  reach  any  conclusion  without  the 
so-called  working  papers  of  Mr.  Taylor. 

My  primary  position  is  that  the  so-called  working 
papers  of  Mr.  Taylor,  of  which  this  is  an  actual 
profit  and  loss  report  and  not  a  working  paper,  is 
just  as  much  a  part  of  the  records  of  Alpine  for 
this  one,  or  of  Issaquah,  as  the  ledger  or  the 
journals. 

Actually,  it  is  because  that  is  the  situation  that 
Mr.  Taylor  in  leaving  took  the  ledger  and  these 
documents  and  the  inventory  out  to  Issaquah  [573] 
Creamery  and  deposited  them  there  in  the  posses- 
sion of  his  client,  that  client  having  no  documents 
equalizing  these,  or  copies  of  them  and  which  were 
necessary  in  carrying  on  such  bookkeeping  as  they 
had,  and  which  had  to  be  carried  on,  and  that  when 
he  took  them  there,  and  left  them  there, — I  don't 
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care  what  his  secret  intent  was,  or  anything  else — 
he  had  turned  over  to  his  client,  as  well  as  the  cor- 
porations of  which  he  was  officer,  l}ut  to  his  client, 
these  papers. 

From  that  time  on,  he  lost  all  control  of  them, 
and  right  to  them.  They  weren't  delivered  condi- 
tionally. It  was  a  comi)lete  delivery.  He  lost  all 
control  of  them,  or  right  to  them,  and  what  hap- 
pened thereafter,  so  far  as  the  Government  obtain- 
ing them,  which  is  by  summons  which,  if  denied,  be- 
comes a  subpoena,  as  I  understand  the  procedure, 
and  that  is  the  position  we  find  ourselves  in  now. 
It  is  not  a  matter  of  taking  evidence,  or  a  matter 
of  voir  dire,  and  these  records  show  they  were  left 
there.  Anything  else  said  thereafter,  even  like  the 
surplusage  in  a  demurrer,  is  utterly  immaterial  to 
any  issue  before  the  Court. 

The  Court :    It  is  stipulated  they  were  left  there  ? 

Mr.  Griffin :    That  is  correct. 

Mr.  Le  Sourd:  Our  offer  of  proof  will  include 
that  Mr.  Taylor  will  testify  he  left  them  there 
merely  while  he  was  gone  wdth  the  intention  of  re- 
possessing them  upon  his  return. 

The  Coui-t:  Gentlemen,  I  feel  that  there  are — 
that  there  may  be  several  reasons  why  the  docu- 
ments might  be  admissible,  but  I  think  this  is  con- 
trolling— I  can't  help  but  believe  that  the  matter  is 
not  timely  raised.  It  may  be,  Mr.  Le  Sourd,  as  you 
indicated  the  other  day,  that  you  were  not  fully  in- 
formed of  all  the  facts  prior  to  the  last  month  or 
two,  or  w^hat  ever  that  is,  but  the  fact  of  the  matter 
is,  is  it  not,  that  these  documents,  whatever  they 
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were,  have  been  in  the  possession  of  the  Govern- 
ment since  1950.  This  Indictment  was  filed,  I  don't 
know  the  date,  but  it  was  in  1952,  was  it  not? 

Mr.  Le  Sourd:  I  think  it  was,  sometime  after 
that,  yes. 

The  Court :  Yes.  Now,  certainly  there  is  no  secret 
about  the  Government's  possession  of  these  docu- 
ments ^' 

Mr.  Le  Sourd:    No. 

The  Court :  Therefore,  it  seems  to  me  that  [575] 
just  as  if  there  was  a  motion  to  suppress  in  a  simi- 
lar situation,  it  does  not  necessarily  involve  privi- 
lege but  wrongful  procedure  in  admitting  in  this 
case,  so  far  as  the  Government  is  concerned;  but 
nevertheless,  the  same  rule  will  apply  as  to  time 
limit,  and  we  are  now  engaged  in  the  course  of  trial, 
and  I  don't  think  the  Court  should  properly  con- 
sider it  upon  that  ground,  first,  and  the  other 
grounds  will  be  aside  from  that. 

Mr.  Le  Sourd:  May  I  speak  to  that  ground, 
your  Honor? 

The  Court:     Yes. 

Mr.  Le  Sourd:  That  may  be  true  where  all  the 
facts  were  in  our  possession  previously,  but,  as  I 
said,  where  things  of  this  sort  happen  between 
parties  adverse  in  interest  to  us,  the  facts  are  not 
available  to  us.  It  was  for  that  reason  that  I  asked 
in  open  court  the  other  day  for  the  right  to  talk  to 
Mr.  Eppler  on  this  thing,  and  it  was  only  a  few 
days  ago,  in  talking  to  him,  that  I  found  that  Mr. 
Kachlein   actually  took  it  upon  himself   to   order 
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these  things  vohmtarily  surrendered  to  Mr.  Eppler. 

Now,  we  did  feel  prior  to  that  time  that  by  tak- 
ing these  documents  out  to  Issaquah,  there  may 
have  been  a  waiver  of  that  privilege,  but  when 
[576]  we  found  that  they — this  evidence  the  other 
day  that  they  had  come  under  the  control  of  Mr. 
Kachlein,  and  control  is  the  test, — not  possession, 
but  control  is  the  test, — when  we  found  that  they 
were  under  his  control,  and  he  made  the  decision 
to  turn  these  papers  over  to  the  Government  with- 
out refusing  to  comply,  which  could  have  been  done 
without  any  legal  consequences  whatsoever,  and 
certainly  for  four  days,  when  Mr.  Taylor  could 
have  acted  for  himself,  but  when  we  found  out  Mr. 
Kachlein  took  the  responsibility  and  assumed  the 
control  over,  and  instructed  that  these  be  turned 
over  to  Mr.  Eppler,  then  we  felt  that  we  had  the 
perfect  right  at  that  time  to  re-assert  that  privilege, 
and  that  information  has  come  to  us  only  in  the 
course  of  the  trial,  and  the  motion  could  not  have 
been  made  prior  thereto. 

The  Court:  Of  course,  before  proceeding,  we 
must  admit,  for  the  purpose  of  this  discussion,  mat- 
ters you  assert,  Mr.  LeSourd,  in  your  offer  of  proof, 
])ut  the  fact,  nevertheless,  is  that  these  documents 
were  in  the  possession,  and  it  is  not  disputed  they 
were  in  possession  of  the  Government  since  1959. 
Regardless  of  any  relationship  between  Mr.  Tay- 
lor and  Mr.  Kachlein,  regardless  of  what  Mr.  Kach- 
lein may  have  done,  Mr.  Taylor  knew  a])out  those 
[577]  documents,  and  they  were  in  the  possession 
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of  the  Government,  and  privilege  is  something  that 
must  be  claimed.  Privilege  is  not  something  that  a 
person  can  willy-nilly  treat  and  then  at  some  late 
date  say  "I  think  I  will  assert  that  privilege," 
which  certainly  has  been  ignored  and  waived  for 
quite  some  time,  and  so  I  am  g'^oing  to  rule  that  the 
matter  is  not  timely  raised,  not  by  any  action  of 
Counsel,  because  Counsel  might  not  have  known, 
but  I  don't  think  privilege  is  something  that  must 
depend  upon  a  man  being  advised  of  his  legal 
rights. 

Mr.  Le  Sourd:  May  I  state  to  your  Honor  that 
as  to  any  of  these  work  papers  that  we  have  vol- 
untarily made  statements  concerning  or  in  any  Avay 
waived  the  privilege  during  this  period  of  time, 
we  do  not  intend  to  object,  but  the  balance  of  them 
in  no  way  have  we  waived  any  privilege. 

That  privilege  adheres  to  a  defendant  in  a  crimi- 
nal case  under  the  Fifth  Amendment,  and  the  ques- 
tion becomes  only  one  of  timeliness  and  that  must 
be  determined  under  the  light  of  the  information 
available  to  us,  and  that  information  became  avail- 
able only  during  this  trial,  and  to  speak  of  the 
waiver  of  privilege,  there  is  no  affirmative  duty  to 
waive  privilege,  the  privilege  stays  with  him.  [578] 

The  Court:    But  the  privilege  must  be  asserted. 

Mr.  Le  Sourd:  The  privilege  must  be  asserted 
at  the  proper  time,  yes,  and  we  say  that  the  projDer 
time  to  assert  is  when  he  has  information  that  there 
is  a  privilege  that  can  be  asserted.  And  when  the 
issue  comes  up  properly  in  the  Court. 
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Now,  if  we  had  had  that  information  prior  we 
could  have  moved  for  return  of  these  documents 
prior  to  the  trial,  but  we  did  not  have  it.  At  that 
time,  he  had  assumed  that  the  privilege 

The  Court:  (Interposing)  The  only  thing  you 
didn't  know,  as  I  understand  it  possibly  is  the  rela- 
tionship or  what  action  might  have  been  taken  by 
Mr.  Kachlein. 

Mr.  Le  Sourd:    That  is  correct,  yes. 

The  Court:  But  there  was  no  question  of  the 
documents  being  in  the  possession  of  the  Govern- 
ment ? 

Mr.  Le  Sourd:     No. 

The  Court:  And  Mr.  Taylor  knew  that,  I  as- 
sume ? 

Mr.  Le  Sourd:    Yes,  certainly  he  knew  that. 

The  Court:  That  is  the  matter,  it  seems  to  me, 
to  be  more  controlling,  namely,  that  these [579] 

Mr.  Le  Sourd:  (Interposing)  That  knowledge, 
of  course,  wasn't  sufficient  to  permit  us  to  take  any 
action,  because  if  those  papers  had  come  by  virtue 
of  being  out  at  Issaquah,  without  having  come  back 
into  control  of  the  attorney  for  Mr.  Taylor,  per- 
haps then  there  w^as  no  privilege,  and  so,  for  that 
reason,  we  had  no  basis  for  taking  action  until 

The  Court:  (Interposing)  As  I  stated,  it  is  a 
qupstion  of  whether  or  not  those  paj^ers — I  read 
briefly  your  memoraudum — but  there  is  a  serious 
question  of  whether  they  are  personal  to  Mr.  Tay- 
lor, but,  nevertheless,  if  I  stand  on  the  'first  ground 
taken  that  is  of  no  moment. 
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Mr.  Le  Sourcl:  If  it  were,  I  would  like  to  be 
heard  on  that  matter. 

The  Court:  So  the  Court  is  ruling  then  that 
the  matter  is  not  timely  raised,  and,  therefore,  the 
matter  will  not  be  considered  further. 

Mr.  Le  Sourd:  May  the  record  expressly  show 
an  exception? 

The  Court:    Yes,  it  certainly  may.  [580] 

*  •»  *  *  * 

Q.  (By  Mr.  Obenour)  :  I  hand  you  what  has 
been  marked  as  [587]  Plaintiff's  Exhibits  170,  171, 
172,  and  173,  which  have  been  identified  as  receipts 
for  cash  paid  to  employees  of  Mr.  Forster  by  Time 
Oil  Company. 

Did  you  do  anything  in  regard  to  those  exhibits — 
rather,  to  those  items  in  that  exhibit? 

A.    Yes,  I  did. 

Q.     What  did  you  do  in  regard  to  those  exhibits? 

A.  I  contacted  Mr.  Sam  Green  of  Time  Oil 
Company,  and  asked  him  to  supply  these  to  me. 

Q.  When  did  you  first  hear  about  the  cash  that 
was  paid  in  connection  with  Exhibits  170,  171, 
172  and  173? 

A.  The  first  time  I  met  Mr.  Forster  on  August 
29,  1950,  he  mentioned  that  he  had  received  some 
rebates  from  Time  Oil  Company  which  had  not  been 
reported  in  his  tax  return. 

Q.  What  did  you  then  do  upon  contacting  Mr. 
Green? 

A.     I  went  over  these  records  with  him  and  sren- 
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erally  discussed  the  matter  with  him  to  learn  as 

nearly  as  possible  what  the  amounts  were. 

Q.  What  was  the  total  of  the  receipts  for  the 
cash  paid  by  Time  Oil  Company  to  Mr.  Forster  for 
the  years  1946  to  1949?  [588] 

A.  The  ones  reflected  in  the  total — the  total  re- 
flected in  these  receipts  is  $11,597.41. 

I  should  further  clarify  that,  I  believe,  by  saying 
that  some  of  these  refer  to  Issaquah  Creamery,  as 
well  as  Alpine  Dairy.  So,  technically,  I  suppose, 
the  ones  to  Issaquah  Creamery  would  be  the  income 
of  Issaquah  Creamery. 

Mr.  Griiiin :  Just  a  moment,  if  the  Court  please : 
I  move  the  latter  portion  be  stricken  as  a  conclu- 
sion. I  don't  object  to  the  amount.  It  has  already 
been  testified  to. 

The  Court:  The  last  portion  of  the  answer  may 
be  stricken. 

Q.  (By  Mr.  Obenour) :  Was  this  amount  of 
$11,597,41  reported  upon  the  respective  tax  returns 
for  Mr.  Forster? 

A.  It  does  not  appear  to  be,  no,  sir,  and  I  have 
been  told  by  Mr.  Forster  that  it  wasn't. 

Q.  Did  you  talk  to  Mr.  Erickson  about  the  Time 
Oil  Cash  Pajmients?  A.     Yes,  sir. 

Q.  What  did  Mr.  Erickson  say  about  the  money 
received  ? 

A.  He  said  that  at  times  Mr.  Forster  would 
hai'd  him  money  representing  Time  Oil  Company 
rebates  [589]  and  ask  him  to  list  it  on  deposit 
tickets  to  Mr.  Forster 's  personal  savings  account 


210  Hans  Forster  vs. 

(Testimony  of  Ira  Eppler.) 

at  the  Issaquali  Bank,  and  at  the  same  time,  to 
cheek  the  records  of  purchasers  from  Time  Oil 
Company,  both  by  Alpine  Dairy  and  Issaquah 
Creamery  to  determine  that  they  were  getting  the 
full  amount  of  the  rebate  payment. 

Q.  Did  Mr.  Erickson  say  what  he  had  done  pur- 
suant to  those  instructions'?  A.     Yes. 

Q.     What  did  he  say  he  had  done? 

A.     That  he  had  carried  out  the  instructions. 

Q.  Did  Mr.  Erickson  ever  say  whether  he 
had 

Mr.  Keesling:  (Interposing)  I  object  to  leading 
the  witness. 

The  Court:    It  would  appear  to  be. 

Mr.  Obenour:     Pardon,  sir? 

The  Court:  It  would  appear  objectionable.  How- 
ever, I  can't  tell  until  you  have  completed  the  ques- 
tion. You  must  know,  of  course,  you  can't  lead  a 
witness. 

Q.  (By  Mr.  Obenour) :  (Continuing)  Did  Mr. 
Erickson  make  any  further  statement  concerning 
his  own  determinations  of  the  amounts  of  money 
that  were  received?  [590] 

Mr.  Keesling:    I  object  to  leading  the  witness. 

The  Court:  Would  you  read  the  question,  Mr. 
Reporter  ? 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:  At  any  particular  date,  if  there  was 
anything  further,  Mr.  Erickson  said  that  you 
haven't  covered? 
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The  Witness:    Yes,  sir;  there  was. 

A.  He  said  that  the  amount  did  check,  and  I 
asked  him  why  he  had  failed  to  record  in  the  cor- 
porate books  the  amounts  which  was  paid  to  the 
corporation  on  those  rebates  since  he  knew  that  it 
vv^as  corx:)orate  income  by  virtue  of  having  checked 
the  record. 

Mr.  Griffin:     Just  a  moment. 

Mr.  Keesling:    I  o1)ject. 

The  Court:  Mr.  Eppler,  you  may  only  state  what 
Mr.  Erickson  said.  Did  he  say  he  knew  it  was,  as 
you  have  related? 

The  Witness:     Yes,  he  did. 

The  Court:    Just  as  you  have  related? 

The  Witness :  I  don't  believe  he  used  those  exact 
words,  but  that  is  the  substance  of  what  he  said. 
*  *  *  *  *  [591] 

Q.  (By  Mr.  Obenour) :  Did  you  make  any  in- 
vestigation concerning  the  manner  in  which  per- 
sonal expenses  were  charged  upon  the  books  of  Al- 
pine Dairy? 

Mr.  Keesling:  I  object  to  the  form  of  the  ques- 
tion. [592] 

Mr.  Griffin:  I  object  to  the  form  of  the  question 
as  calling  for  a  conclusion. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  Did  you 
make  any  further  investigation  of  the  books  and 
recr>rds  of  Alpine  Dairy?  A.     Yes,  sir. 

Q.  What  else  did  you  do  then  in  your  investiga- 
tion? 
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A.  I  took  a  list  of  personal — of  checks  vv'liicli 
had  been  issued  by  Alpine  Dairy  which  Mr.  Erick- 
son  had  prepared.  I  handed  him  the  list.  It  also  in- 
cluded a  list  of  checks  issued  by  Issaquah  Cream- 
ery and  we  went  through  a  number  of  the  items  on 
it.  He,  in  preparing  this  list,  had  set  out  what 
these  items  \vere.  That  is,  the  payee,  what  his  un- 
derstanding of  the  actual  purpose  was,  and  the  way 
they  were  charged  in  the  books  by  him,  and  the 
amounts  of  the  checks. 

I  took  his  list  and  went  through  the  books  them- 
selves to  verify  whether  or  not  they  actually  were 
charged  as  he  had  stated  they  were. 

At  least  one  of  those  checks  I  also  examined  and 
found  that  it  was  listed  on  a  deposit  [593]  ticket 
to  account  198  and  deposited  to  Mr.  Forster 's  per- 
sonal savings  account. 

Q.  I  hand  you  what  has  been  marked  for  identi- 
fication as  Plaintiff's  Exhibits  162,  163,  164,  165, 
166,  167,  168,  169,  196,  and  197,  which  have  been 
identified  as  the  checks  received  by  the  respective 
payees  as  premiums  on  insurance  of  Mr.  Forster. 

Have  you  done  anything  in  regard  to  those  ex- 
hibits'? A.     No,  sir. 

Q.     What  did  you  do  in  regard  to  those  exhibits? 

A.  I  verified  that  they  were  listed  in  the  books 
of  Alpine  Dairy  and  Issaquah  Creamery  as  Mr. 
Erickson  had  stated  they  were  on  his  list. 

Q.     How  were  they  listed? 

A.     They  were  charged  as  various  business  ex- 
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penses,  I  believe,  in  each  instance  as  insurance  ex- 
pense. 

Q.  Was  there  anything  in  the  manner  in  which 
they  were  charged  on  the  books  to  show  that  it  was 
not  a  normal  business  expense? 

A.  No,  sir;  it  appeared  to  be  an  ordinary  busi- 
n.ess  expense  from  the  books  themselves. 

Q.     Was  this  a  proper  business  expense? 

Mr.  Griffin:     Objected  to.   [594] 

Mr.  Keesling:     Objection. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  Did  Mr. 
Erickson  make  a  statement  as  to  his  knowledge  of 
the  purpose  of  these  checks?  A.     Yes,  sir. 

Q.     What  did  Mr.  Erickson  say? 

A.  He  said  they  Avere  personal  expenses  of  Mr. 
Forster.  I  think  that  I  should  clarify  the  point. 
I  haven't  examined  all  of  these  checks.  I  believe 
there  are  a  few  included  in  this  group  which  did 
not  appear  on  Mr.  Erickson 's  list. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  Obenour)  :  I  hand  you  what  has 
been  marked  as  Plaintiff's  Exhilut  178,  198,  174, 
175,  185,  and  ask  you  if  you  did  anything  regard- 
ing those  exhibits?  A.     Yes,  sir. 

Q.     What  did  you  do  in  regard  to  those  exhibits? 

A.  I  likewise  verified  that  these  were  charged 
in  the  books  as  Mr.  Erickson 's  books  stated  that 
they  were. 

Q.     And  how  were  they  charged?  [595] 


214  Hans  Forster  vs. 

(Testimony  of  Ira  Eppler.) 

A.  I  looked  at  the  books  and  they  were  all 
listed. 

Q.    And  how  were  they  charged  on  the  books'? 

A.  May  I  refer  to  the  list  that  I  have  been  talk- 
ing about"? 

Q.    Yes. 

A.     I  don't  have  it.  I  believe  you  have. 

Mr.  Griffin:  Just  a  moment.  Did  I  understand 
the  witness  to  say  that  he  wanted  to  look  at  a  listf 

The  Court:     It  is  my  understanding. 

Mr.  Griffin:  Is  that  the  list  prepared  by  Mr. 
Erickson  f 

The  Witness :    It  is  a  copy  of  such  a  list,  yes,  sir. 

Mr.  Griffin:  I  would  like  to  have  it  marked  for 
identification,  if  the  Court  please,  it  having  been 
referred  to  before. 

The  Court:    Is  this  it  here? 

Mr.  Obenour:     Yes,  sir. 

Mr.  Griffin:     All  right,  'fine. 

The  Clerk:  Defendants'  Exhibit  A-11  marked 
for  identification. 

(Defendants'  Exhibit  A-11  [596]  marked  for 
identification.) 

Q.  (By  Mr.  Obenour)  :  I  hand  you  what  has 
been  marked  as 

Mr.  Obenour:  If  the  Court  please,  we  would 
offer  this  ourselves.  I  didn't  realize  how  it  was 
marked. 

Mr.  Griffin :    It  is  all  right,  just  so  that  w^e  get  it. 

The  Court:     The  question  is,  what  is  it? 

The  Witness:  It  is  a  list— rather,  I  should  say, 
a  copy  of  a  list  prepared  by  Mr.  Erickson  of  per- 
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sonal  expenses  paid  by  Alpine  Dairy  and  Issaquah 

Creamery. 

The  Court:     Personal  expenses  of  Mr.  Forster? 

The  Witness:  That  is  the  way  it  is  headed,  at 
any  rate. 

Q.  (By  Mr.  Obenour) :  Is  that  the  list  that 
you  referred  to  as  having  discussed  with  Mr. 
Erickson?  A.     Yes,  sir. 

Q.     And  that  list  was  prepared  by  whom*? 

A.     Well,  it  w^as  prepared  in  part  by  me. 

O.     Yes. 

A.  But  it  is  a  copy  made  from  Mr.  Erickson's 
list,  and  has  some  additional  items  on  it  which  did 
not  appear  on  Mr.  Erickson's  original  list,  however. 

Q.  Referring  to  that,  to  this  exhibit,  Defend- 
ants' Exhibit  A-11,  can  you  refresh  your  recol- 
lection as  to  the  manner  in  which  the  exhibits  178, 
198,  174,  175,  and  185  were  charged  on  the  books 
of   Issaquah,   and   Alpine   Dairy?  A.     Yes. 

Q.    How  were  they  charged? 

Mr.  Griffin:  I  gather  from  this  question  he  is 
using  for  identification  A-11,  if  the  Court  please, 
which  is  not  in  evidence. 

I  thought  Counsel  wanted  it  in. 

Mr.  Obenour:  It  is  to  refresh  his  recollection,  if 
the  Court  please. 

Mr.  Griffin:    He  didn't  say  he  had  a  recollection. 

Mr.  Obenour:    He  said  he  would  like  it. 

The  Witness:  I  have  a  recollection.  I  would  like 
to  refresh  it,  however,  from  looking  at  this  list. 

The  Court:     You  are  now  using  this  list  to  re- 
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fresh  your  recollection,  Defendants'  Exhibit  A-11? 

The  Witness:    Yes. 

The  Court:    You  may  proceed. 

A.  I  believe  that  the  exhibits  representing  the 
dues  payments  are  charged  to  advertising.  [598] 

Mr.  Moriarty:     Which  exhibit  is  that? 

The  Witness:  It  includes  all  these  exhibits  with 
exceptions  of  Exhibits  185,  -6  and  -7.  I  believe  Ex- 
hibit 185  is  charged  to  advertising. 

Q.  (By  Mr.  Obenour)  :  Well,  that  is — as  to 
those,  185  and  Exhibits  178,  198,  174,  175  and  185, 
who  were  the  payees  of  those  checks'? 

A.  Nile  Temple,  Frank  Ostrander,  Recorder, 
Mle  Temple,  Myrtle  Lodge  108,  Seattle  Comman- 
dery,  No.  2,  Mle  Temple,  Chapter  No.  39,  Royal 
Arch  Masons. 

Mr.  Obenour:  We  would  recess  at  this  time,  if 
the  Court  please. 

The  Court:  Does  that  cover  the  exhibits  that  are 
charged  to  advertising? 

The  Witness:  I  believe  so.  Well,  there  may  be 
others,  but  these  are  charged  to  advertising. 

The  Court:    Those  are  the  ones  you  referred  to? 

The  ¥7itness:     Yes,  I  am  not  sure  how  exhibits 
187  and  186  are  charged,  without  looking  at  this 
list,  however. 
*****  [599] 

Q.  (By  Mr.  Obenour) :  Mr.  Eppler,  I  hand  you 
Exhibit  161,  v/hich  is  a  group  of  checks  made  out  to 
Ed's  Kennels,  and  signed  by  Mr.  Forster. 

These  checks  have  been  identified  as  having  been 
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received  by  the  payee  for  the  training  of  a  hunting 
dog.  Can  you  state  whether  or  not  you  have  done 
anything  in  regard  to  those  checks  ?  A.    Yes,  sir. 

Q.    What  did  you 

Mr.  Griffin:  (Interposing)  Just  a  moment,  if 
the  Court  please.  The  question  was  these  checks 
were  signed  by  Mr.  Forster.  My  impression  is  that 
they  are  signed  by  Issaquah  Creamery. 

The  Court:    Are  the  exhibits  there? 

The  Witness:    Yes,  sir. 

The  Court :  It  would  appear  to  be  signed  by  Issa- 
quah Creamery,  Incorporated,  by  Hans  Forster. 

Mr.  Griffin:  Yes,  your  Honor,  but  they  are  Issa- 
quah Creamery  checks,  is  the  point. 

The  Court:    Yes.  Does  that  cover  if?  [612] 

Mr.  Griffin:  That  covers  it,  as  long  as  it  is  cor- 
rectly stated. 

Q.  (By  Mr.  Obenour  continuing)  :  Did  you  do 
anything  in  regard  to  the  checks  of  Exhibit  161? 

A.    Yes,  sir. 

Q.     What  did  you  do  in  regard  to  those  checks? 

A.  I  examined  the  books  of  Issaquah  Creamery 
to  see  how  they  were  charged  in  the  books,  and  I 
discussed  them  with  Mr.  Erickson. 

Q.  And  how  were  they  charged  on  the  books  of 
Issaquah  Creamery? 

A.     They  were  charged  as  Plant  Expense. 

Excuse  me.  I  believe  actually  the  charged  account 
shows  it  as  "Miscellaneous  Expense." 

Q.  I  hand  you  Exhibits  192,  193,  and  194,  Ex- 
hibits 192  and  193  being  checks  drawn  to  Thurs- 
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ton's  Laundry  upon  Issaquah  Creamery  Company 
by  Hans  Forster,  which  checks  have  been  identified 
as  having  been  received  by  the  payee,  Thurston's 
Laundry,  for  laundry  and  dry  cleaning  of  personal 
nature  for  the  Forster  family,  and  194  which  is  a 
check  to  Thurston's  Laundry  of  the  Issaquah 
Creamery  Company  and  signed  by  Hans  Forster 
and  is  dated  6/10/45,  in  the  amount  of  $31.77, 

Mr.  Griffin:  (Interposing)  I  object  to  the  form 
[613]  of  the  question,  if  the  Court  please. 

The  witness  who  identified  the  checks,  did  not 
identify  any  item  in  the  cleaning  bill. 

The  Court:     Objection  sustained. 

I  think,  Mr.  Obenour,  if  you  will  just  refer  them 
to  the  witness,  I  assume  the  mtness  has  seen  them 
before,  is  that  correct? 

Mr.  Obenour:    Yes,  sir. 

The  Court:  What  is  the  purpose  in  describing 
the  checks? 

Mr.  Obenour:  To  avoid  passing  them  to  the  jury 
because  they  indicated  they  did  not  desire  to  see  them 
until  the  conclusion,  and  they  would  not  know  what 
they  were  by  exhibit  number,  if  the  Court  please. 

The  Court:  Well,  if  you  wish  to  state  what  the 
exhibits  are,  very  briefly,  is  all  right,  but  to  attempt 
to  recall  or  to  recall  the  testimony,  I  think,  is  going 
beyond  a  proper  statement  of  what  the  exhibit  is. 

Mr.  Obenour:  Pardon  me,  if  the  Court  please. 
It  was  my  best  recollection. 

Q.  (By  Mr.  Obenour,  continuing)  :  Did  you  do 
anything  in  regard  to  those  checks? 
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A.     Yes,  sir.   [614] 

Q.  Did  you  do  anything  in  regard  to  tliose 
checks?  A.     Yes,  sir. 

Q.     What  did  you  do? 

A.  I  examined  the  books  of  Issaquah  Cream- 
ery to  see  how  they  were  listed  in  the  l^ooks.  I  dis- 
cussed them  with  Mr.  Erickson.  I  discussed  them 
with  Mrs.  Thurston.  I  examined  the  deposit  tickets 
of  account  198,  Mr.  Forster's  personal  account,  and 
found  that  one  of  them  was  listed  on  the  deposit 
ticket  and  deposited  in  his  personal  savings  ac- 
count. 

Mr.  Keesling:  If  the  Court  please,  I  move  to 
strike  the  testimony  where  the  witness  character- 
izes account  198  continually  as  Mr.  Forster's  per- 
sonal savings  account.  It  hasn't  been  established 
whether  it  is  a  business  account  or  what  account  it 
is.  I  thinli  reference  to  it  as  198  is  sufficient,  be- 
cause it  will  be  eventually  up  to  the  Jury  to  de- 
termine whether  it  is  in  fact  a  business  account, 
or  what  it  may  be. 

Just  "198,"  identifying  the  account. 

The  Court:  I  don't  recall  whether  it  has  been 
established  as  a  personal  savings  account  or  not. 

Mr.  Obenour:  I  believe  that  was  the  original 
signature  card,  and  testimony  of  Mr.  Jensen,  who 
[615]  identified  it  at  the  outside  of  the  trial. 

^Ir.  Keesling:  It  is  a  savings  account  and  in 
Mr.  Forster's  name,  but  whether  used  as  a  business 
account  is  not  otherwise   established. 
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The  Court:  You  are  not  representing  Mr.  Fors- 
ter in  this  matter? 

Mr.  Keesling:  No,  but  my  point  is,  he  is  making 
a  reference  now  as  to  whether  or  not  this  was 
charged  on  the  books  concerning  Mr.  Erickson  and 
each  time  he  refers  to  198  and  he  says  it  goes  to 
a  personal  savings  account. 

In  fact,  if  that  account  is  a  business  account,  it 
would  mal^e  a  great  difference  in  this  case. 

The  Court:  Do  you  know,  Mr.  Eppler,  from 
your  information,  whether  that  is  a  personal  sav- 
ings account? 

The  Witness:  Mr.  Forster  advised  me  the  first 
time  I  met  him  it  was  a  personal  savings  account. 

Mr.  Griffin:  If  the  Court  please,  Counsel  handed 
three  exhibits,  including  194  and  the  answer  was 
based  on  194  and  194  is  not  in  evidence. 

The  Court:  Any  reference  to  Exhibit  194  may 
be  stricken,  and  the  answer  with  respect  to  194  may 
be  stricken  at  this  time.  [616] 

Q.  (By  Mr.  Obenour) :  Can  you  identify  194, 
please?  A.     Yes,  sir. 

Q.     What  is  194? 

A.  It  is  a  check  draAvn  on  the  Washington  State 
Bank  by  Issaquah  Creamery  Company,  Incorpor- 
ated, payable  to  Thurston  Laundry. 

Q.  Can  you  identify  the  signature  upon  that 
check?  A.    Yes,  sir. 

Q.     ¥/hose   signature   is   it? 

A.    It  is  Mr.  Hans  Forster 's. 
[617] 


*  *  *  *  * 
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Q.     What  did  Mr.  Erickson  say? 

A.  Excuse  me.  I  keep  saying  ''miscellaneous  ex- 
pense." I  am  not  certain.  There  was  supplied  to 
me  a  chart  of  accounts  for  Issaquah  Creamery  and 
for  Alpine  Dairy.  I  would  like  to  refer  to  it,  if  I 
may. 

Mr.  Obenour:    I  ask  that  this  be  marked,  please. 
(Plaintiff's    Exhibit    No.    258    marked    for 
identification.) 

Q.  (By  Mr.  Obenour)  :  Handing  you  what  has 
been  marked  as  Plaintiff's  Exhibit  258,  can  you 
refresh  your  recollection  from  that  exhibit,  or  that 
exhibit  for  identification? 

Mr.  Grif&n:    May  we  see  it,  if  the  Court  please? 

The  Court:    Do  you  wish  to  see? 

Mr.  Le  Sourd:  We  would  be  glad  to  stipulate 
that  it  can  be  put  in  evidence,  if  your  Honor  please. 

The  Court:  I  don't  know  if  you  intend  to  offer 
it. 

Mr.  Obenour:  We  intend  to  offer  it  shortly,  if 
the  Court  please.  It  makes  no  difference.  We  can 
offer  it  at  this  time. 

Mr.  Le  Sourd:  This  is  Mr.  Taylor's  schedule  of 
accounts  set  up  for  the  bookkeeping  system.  I 
Avould  like  to  have  it  in  evidence. 

Q.  (By  Mr.  Obenour) :  Where  did  you  receive 
258,  if  you  please? 

A.     I  believe  Mr.  Brody  gave  it  to  me. 

Q.     And  what  is  2e58? 

A.  It  is  a  chart  of  accounts  for  Issaquah  Cream- 
ery and  Alpine  Dairy. 


222  Hans  Forster  vs. 

(Testimony  of  Ira  Eppler.) 

Mr.  Obenour:  We  would  offer  it  at  this  time,  if 
the  Court  please. 

Mr.  Le  Sourd:    No  objection. 

Mr.  Griffin:    We  have  no  objection. 

The  Court:     Exhibit  258  may  be  admitted. 

(Plaintiff's    Exhibit    258    admitted    in    evi- 
dence.) 

Q.  (By  Mr.  Obenour)  :  Handing  you  258,  to 
which  you  had  referred,  would  you  be  able  to  re- 
fresh yovir  recollection  then  as  to  the [620] 

A.  (Interposing)  The  situation  which  I  previ- 
ously referred  to  as  charged  to  miscellaneous  ex- 
penses in  the  chart  of  accounts  is  listed  as  account 
9,  su]3plies. 

The  accounting  staff  at  Issaquah  Creamery  con- 
stantly referred  to  it  as  plant  expenses.  The  last 
item  that  I  mentioned  was  charged  to  account  9. 

Q.     And  that  was  what,  what  exhibit  was  that? 

A.     I  believe  it  was  Exhibit  187. 

Q.  Handing  you  Exhibit  69,  which  consists  of 
three  checks,  all  to  the  Washington  State  Bank, 
the  'first  being  dated  February  19,  1947,  in  the 
amount  of  $2,250  drawn  on  Issaquah  Creamery 
Company  and  signed  by  H.  Erickson  and  C.  Neu- 
kirchen,  and  the  second  to  Washington  State  Bank, 
5/25/48,  in  the  amount  of  $500,  and  also  on  Issa- 
quah Creamery  Company  and  signed,  this  time, 
Hans  Forster;  and  the  third  being  Washington 
State  Bank,  the  payee,  on  the  date  of  2/20/47,  in 
the  amount  of  $2,250  on  Issaquah  Creamery  Com- 
pany, signed  H.  Erickson  and  C.  Neukirchen,  for 
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traveler's  checks  to  the  National  City  Bank  of  New 

York. 

Did  you  do  anything  in  regard  to  those  exhibits, 
please?  A.     Yes,  sir. 

Q.  And  what  did  you  do  in  regard  to  those  [621] 
exhibits  ? 

A.  I  examined  the  books  of  Issaquah  Creamery 
to  learn  in  what  way  they  are  listed  in  the  books. 
I  discussed  these  checks  with  Mr.  Erickson.  I  dis- 
cussed them  with  Mr.  Jensen  of  the  Washington 
State  Bank.  I  believe  that  I  discussed  Exhibit  No. 
70,  also  of  "Washington  State  Bank. 

Q.  How  were  those  checks  in  Exhibit  69  charged 
upon  the  books  of  Issaquah  Creamery? 

A.  I  believe  they  were  charged  to  Account  No. 
9,  supplies. 

Q.  AYhat  did  Mr.  Erickson  say  concerning  the 
three  checks  in  Exhibit  69? 

A.  He  said  they  were  personal  expenses  of  Mr. 
Forster.  I  believe  he  said  that  the  $500  check  was 
for  Traveler's  checks,  and  that  the  two  $2250  checks 
were  issued  for  the — to  apply  on  the  purchase  of 
stock. 

Q.  I  hand  you  Exhibit  180  and  181,  180  consist- 
ing of  four  checks  drawn  on  the  Peoples  National 
Bank  of  Washington,  the  payee  in  each  instance  be- 
ing KJopfenstein's,  June  16,  1949,  in  the  amount 
of  $232.32  and  stamped  Alpine  Dairy,  signed  Hans 
Forster ;  the  second  dated  June  10,  1947,  the  amount 
$248.75,  stamped  Alpine  Dairy,  signed  Hans  Fors- 
ter; and  the  third  dated  April  19,  1946,  the  [622] 
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amount  $65.41  stamped  Alpine  Dairy,  signed  Hans 
Forster;  and  the  fourth,  on  Exhibit  180,  dated 
August  3,  1945,  $209.86,  stamped  Alpine  Dairy, 
signed  Hans  Forster;  and  181,  a  single  check  to 
Klopf  enstein's,  dated  8-9-47,  in  the  amount  of  $61.80 
of  Issaquah  Creamery  Company,  signed  H.  Erick- 
son,  and  C.  Newkirchen.  Did  you  do  anything  in  re- 
gard to  these  checks'?  A.     Yes,  sir. 

Q.     What  did  you  do  in  regard  to  these  checks'? 

A.  I  examined  the  books  of  Issaquah  Creamery 
and  Alpine  Dairy  to  see  how  they  were  listed  in  the 
books  and  I  discussed  them  with  Mr.  Erickson. 

Q.  How  were  those  checks  listed  on  the  books 
of  Alpine  Dairy  and  Issaquah  Creamery? 

A.     They  were  listed  under  Account  9,  supplies. 

Q.  What  did  Mr.  Erickson  say  concerning  these 
checks  ? 

A,  He  said  that  they  were  for  personal  clothing 
of  Mr.  Forster. 

Q.  I  hand  you  Exhibit  151,  which  is  an  open 
account  ledger  of  Hopper  Kelly,  in  the  name  Hans 
Forster,  Issaquah,  Washington,  and  a  receipt  or 
sales  slip  to  Hopper-Kelly  to  Mr.  Hans  Forster, 
Issaquah,  Washington,  one  R.  C.  A.,  8  T  270, 
amount  $579.50,  and  other  entries  for  the  total  of 
$678.66.  [623]  Did  you  do  anything  in  regard  to 
151?  A.     Yes,  sir:  I  did. 

Q.     What  did  you  do  in  regard  to  Exhibit  151? 

A.  I  discussed  this  with  Mr.  Forster  and  with 
Mr,  Erickson,  I  also  examined  the  books  of  Issa- 


United  States  of  America  225 

(Testimony  of  Ira  Eppler.) 

quah  Creamery  to  see  in  what  way  the  check  issued 

in  payment  of  this  was  charged  in  the  books. 

Q.  How  was  the  check  issued  in  payment  of 
Exhibit  151  charged  on  the  books  of  Issaquah 
Creamery  ? 

A.  I  believe  it  was  listed  to  Account  9,  sup- 
plies. 

Q.  I  hand  you  Exhibit  228,  three  checks,  Jen- 
sen and  Nielsen,  in  the  amount,  first,  August  22, 
1946,  in  the  amount  of  $46.74,  stamped  Alpine 
Dairy,  signed  Hans  Forster;  the  second,  Jensen 
and  Neilsen,  the  amount  $615,  stamped  Alpine 
Dairy,  signed  Hans  Forster;  and  the  third,  the 
same  payee,  Jensen  and  Melsen,  dated  December 
24,  1949,  the  amount  $713.40,  stamped  Alpine  Dairy, 
signed  Hans  Forster. 

Did  you  do  anything  in  regard  to  Exhibit  228? 

A.    Yes,  I  did. 

Q.  What  did  you  do  in  regard  to  checks  on  Ex- 
hibit 228? 

A.  I  examined  the  check  register  of  Alpine 
Dairy  to  see  in  what  way  these  checks  were  listed  in 
the  books  and  I  discussed  them  with  Mr.  Erick- 
son.  [624] 

Q.  How  were  the  checks  listed  on  the  books  of 
Issaquah  Creamery? 

A.     They  were  listed  in  the  Alpine  Dairy  books. 

Q.     In  the  Alpine  Dairy  books,  pardon  me. 

A.     In  account  9,  supplies. 

Q.  What  did  Mr.  Erickson  say  concerning  these 
checks  ? 
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A.  He  said  that  they  were  personal  expenses  of 
Mr.  Forster. 

Q.  I  hand  you  Exhibit  183,  which  consists  of 
two  checks,  payable  to  Ben  Bridge,  on  the  date  of 
April  11,  1947,  in  the  amount  of  $438.78,  and 
stamped  Alpine  Dairy,  signed  Hans  Forster;  the 
second,  pay  to  the  order  of  Ben  Bridge,  December 
17,  1946,  is  the  date,  the  amount,  $199.75,  stamped 
Alpine  Dairy,  signed  Hans  Forster. 

Did  you  do  anything  in  regard  to  Exhibit  183? 

A.     Yes,  I  did. 

Q.     What  did  you  do  in  regard  to  Exhibit  183? 

A.  I  discussed  these  with  Mr.  Erickson  and  also 
examined  the  books  of  Alpine  Dairy  to  see  how 
they  were  listed  in  the  books. 

Q.  How  were  these  checks  listed  on  the  books  of 
Alpine  Dairy?   [625] 

A.     They  were  listed  in  account  9,  supplies. 

Q.  What  did  Mr.  Erickson  say  concerning  those 
checks  ? 

A.  He  said  they  were  personal  expenses  of  Mr. 
Forster. 

Q.  I  would  hand  you  Exhibit  156,  which  is  a 
receipt  of  the  Lake  Washington  Yacht  Basin,  to 
the  name  Hans  Forster,  and  the  item  Lightning 
Sailboat,  19  feet  long,  total  price  $1,000,  sales  tax 
$30,  total  $1,030,  less  deposit  $40,  net  balance  $990, 
and  a  deposit  slip  for  Lake  Washington  Yacht 
Basin,  Seaboard  Branch  of  the  Seattle  First  Na- 
tional Bank,  including  a  group  of  items  totalling 
for  deposit  as  of  the  date  6-6-49. 
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Did  you  do  anything  with  regard  to  Exhibit  156? 

A.     I  don't  believe  I  did,  no,  sir. 

Q.  Did  you  discuss  this  matter  with  Mr.  E rick- 
son  or  Mr.  Forster? 

A.     I  don't  recall  that  I  did,  no,  sir. 

Q.  I  hand  you  Exhibit  160,  a  check  payable  to 
Ryan  Cadillac  Company,  the  date  August  28,  1947, 
the  amount  $3,650,  drawn  on  Alpine  Dairy  account, 
and  signed  H.  Erickson  and  Audrey  Favini. 

Did  you  do  anything  in  regard  to  Exhibit  160 '^ 

A.    Yes,  I  did. 

Q.    What  did  you  do  in  regard  to  160? 

A.  I  examined  the  books  of  Alpine  Dairy  to  see 
in  what  way  it  was  lir;i)  d  in  the  books. 

I  discussed  it  with  Mr.  Erickson,  and  I  believe  I 
discussed  it  with  Mr.  Forster. 

Q.  How  was  Exhibit  160  listed  on  the  books  of 
Issaquah,  or 

A.     (Interposing)      Alpine. 

Q.     of  Alpine  Dairy? 

A.     It  was  listed  under  Truck  Expense. 

Q.  What  did  Mr.  Erickson  say  about  that  ex- 
hibit? 

A.  He  said  that  it  represented  payment  for  a 
Cadillac  automobile  for  Mrs.  Forster's  personal  use. 

Q.     What  did  Mr.  Forster  say  about  that  exhibit  ? 

A.  My  recollection  is  that  he  said  he  didn't  know 
how  it  was  charged  in  the  books. 

Q.  I  hand  you  Exhibit  182,  which  is  a  bill  of 
the  Washington  Athletic  Club,  name  Hans  Forster, 
date  2-8-49,  and  a  list  of  entries,  first  under  Feb- 
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riiary  5tli,  for  a  wedding  reception,  the  total  amoinit 
of  the  bill  being  $1,695.92,  and  a  check  to  the  Wash- 
ington Athletic  Club  on  February  21,  1949,  in  the 
amount  of  $1,695.92  of  Issaquah  Creamery  Com- 
pany, signed  Hans  Forster. 

Did  you  do  anything  in  regard  to  Exhibit  182? 

A.     Yes,  I  did. 

Q.     What  did  you  do  in  regard  to  Exhibit  182? 

A.  With  reference  to  the  check  itself,  I  ex- 
amined the  books  of  Issaquah  Creamery  to  see  in 
what  way  it  was  listed  in  the  books. 

I  also  discussed  it  with  Mr.  Forster  and  with  Mr. 
Erickson. 

Q.  What  did  Mr.  Erickson  say  about  Exhibit 
182? 

A.  He  said  it  was  charged  to  advertising,  but 
that  it  was  a  personal  expense  for  the  Forster 
family. 

Q.  What  did  Mr.  Forster  say  about  Exhibit 
182? 

A.     My   recollection   is   that   he    said   he    didn't 

know  how  it  was  charged  in  the  books.  [628] 
***** 

The  next  one,  payable  to  Jordan  and  Company, 
and  charged  to  plant  expense  in  the  amount  of  $94-5 
for  the  purchase  of  stock  for  Mr.  Forster. 

In  the  year  1946 

Q.     (Interposing)    What  is  the  total  for  the  year 

1945,  please? 

A.    A  total  of  $  6,129.52.  [636] 
***** 
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The  next  one,  payable  to  Merrill,  Lynch,  Pierce, 
Fenner  and  Beane,  in  the  amount  of  $3,600  charged 
to  plant  expense  but  for  the  puri^ose  of  buying 
Ijutter  futures  for  Mr.  Forster. 

The  next  one  payable  to  Betty  Forster,  charged 
to  plant  expense  in  the  amount  of  $100,  but  for  per- 
sonal use. 

The  next  one  payable  to  Bachus  Luggage  Com- 
pany, charged  to  plant  expense  in  the  amount  of 
$60  for  personal  expense. 

The  next  one  has  been  marked  out. 

Next,  cash  charged  to  plant  expense  in  the 
amount  of  $50  to  provide  cash  for  personal  use. 

The  total  for  personal  use  in  1946,  $8,183.24. 
*****     [637] 

The  next  one  to  cash,  charged  to  plant  expense 
in  the  amount  of  $30  for  personal  use. 

The  last  one  in  1947,  payable  to  cash,  charged  to 
plant  expense  in  the  amount  of  $20  for  personal 
use.  A  total  for  the  year  1947  of  $4,837.53. 
*****   [539] 

IRA  EPPLER 

A.  (Continuing)  :  The  last  two  which  I  read  do 
not  indicate,  at  least  those  do  not  indicate  the  pur- 
pose for  which  the  checks  were  issued,  but  Mr. 
Erickson  said  they  were  for  personal  items. 

I  am  sorry,  I  don't  know  which  item  I  ended 
with. 
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(Whereupon,  the  following  was  read  by  the 
reporter:  "Answer:  *  *  *  The  next  one  is  pay- 
able to  Peoples  National  Bank,  charged  to  plant 
expense  in  the  amount  of  $200  for  a  personal 
expense  of  Mr.  Forster.") 

A.  (Continuing) :  The  next  one  is  payable  to 
cash,  charged  to  plant  expense,  in  the  amount  of  $50 
and  Mr.  Erickson  stated  that  it  was  for  a  personal 
expense,  but  his  list  was  silent  on  that  point. 

The  total  for  1948  is  $2,819.50. 

Beginning  with  1949,  the  first  check  is  payable 
to  J.  R.  Stephenson,  charged  to  plant  expense  [641] 
in  the  amount  of  $250,  and  represents  a  loan. 

The  next  one  is  payable  to  Jordan  and  Company, 
charged  to  plant  expense  in  the  amount  of  $250.25 
for  stock. 

The  next  one  is  payable  to  Washington  State 
Bank,  charged  to  plant  expense,  in  the  amount  of 
$200.  The  list  is  blank,  but  Mr.  Erickson  said  it 
was  for  a  personal  item  for  Mr.  Forster. 

The  next  one  is  payable  to  Peoples  National 
Bank,  charged  to  advertising  in  the  amount  of  $600. 
The  list  is  blank,  but  Mr.  Erickson  said  it  was  for 
a  personal  item. 

The  next  one  is  payable  to  Sherman  Clay  and 
Company,  charged  to  advertising  in  the  amount  of 
$47.28.  Mr,  Erickson  said  it  was  for  a  personal  ex- 
pense. The  list  is  blank. 

The  next  one  is  payable  to  R.  Marrian  Beebe, 
charged  to  plant  expense  in  the  amount  of  $488.00 
for  dental  work. 
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The  next  one  is  payable  to  cash  in  the  amount  of 
$60  charged  to  advertising. 

The  list  is  blank,  but  Mr.  Erickson  said  it  was 
for  a  personal  item  of  Mr.  Forster. 

The  next  one  is  payable  to  Peoples  National 
Bank,  charged  to  x^lant  expense  in  the  amount  of 
$300.  [642]  The  list  is  blank,  but  Mr.  Erickson  said 
it  was  a  personal  item  of  Mr.  Forster. 

The  total  for  1949  is  $3,332.89. 

Begimiing  with  January,  1945,  for  Issaquah 
Creamery,  the  first  one  not  previously  mentioned 
is  payable  to  the  Legation  of  S\\itzerland,  charged 
to  plant  expense,  in  the  amount  of  $24.20,  actually 
for  Swiss  Military  Tax. 

Mr.  Griffin:  Again,  may  I  inquire,  that  is  what 
Mr.  Erickson  says  on  there  ''For  Swiss  Military 
Tax"? 

The  Witness :  His  list  just  says,  "Military  Tax", 
I  believe. 

A.  (Continuing)  :  The  next  one  not  previously 
mentioned  is  payable  to  Jorgensen's  Upholstery, 
charged  to  accounts  payable,  plant  expense,  in  the 
amount  of  $134. 93.  It  is  for  house  expense. 

All  of  the  others  on  this  list  have  previously  been 
mentioned  with  reference  to  these  other  checks. 

The  total  for  1945  is  $2,028.01. 

The  first  check  in  1946  is  payal)le  to  the  Swiss 
Legation,  charged  to  advertising  in  the  amount  of 
$50  for  Military  Tax. 

All  of  the  others  in  1946  have  previously  [643] 
been  described. 
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The  total  for  1946  is  $1,628.73. 

In  1947,  a  check  issued  to  the  Legation  of  Switzer- 
land, charged  to  advertising,  in  the  amount  of  $50 
for  Military  Tax. 

The  next  one,  payable  to  the  Swiss  Journal, 
charged  to  advertising,  in  the  amount  of  $50  for  a 
personal  subscription. 

The  next  one  is  ]oayable  to  Merrill,  Lynch,  Pierce, 
Fenner  and  Beane,  charged  to  plant  expense  in  the 
amount  of  $1200.  His  list  simply  shows  for  Merrill, 
Lynch,  but  he  said  it  was  for  stock. 

The  next  one,  likewise  payable  to  Merrill,  Lynch, 
Pierce,  charged  to  plant  expense  in  the  amount  of 
$350.  His  list  shows  Merrill,  Lynch.  He  said  it  was 
for  stock. 

The  next  one,  the  payee  is  the  same,  charged  to 
Plant  Expense  in  the  amount  of  $325,  again  for 
stock,  according  to  Mr.  Erickson.  His  list  doesn't 
show. 

The  next  one  payable  to  Frank  Ostrander,  charged 
to  plant  expense  in  the  amount  of  $12,  for  lodge 
dues. 

The  next  one,  to  the  Swiss  Journal,  charged  to 
office  expense,  in  the  amount  of  $5  for  a  subscrip- 
tion. [644] 

The  total  in  1947  is  $8,734.38. 

The  first  item  in  1948  is  payable  to  Gordon 
Crosby,  charged  to  plant  expense  in  the  amount  of 
$432,  and  addition  to  a  mortgage. 

The  next  one  is  payable  to  Legation  of  Switzer- 
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land,  charged  to  Plant  Expense,  for  $50  for  Mili- 
tary Tax. 

The  next  is  John  Kronick,  charged  to  plant  ex- 
pense, in  the  amount  of  $200,  and  is  real  estate 
purchase. 

The  next  one,  likewise  to  John  Kronick,  charged 
to  plant  expense,  in  the  amount  of  $886.16  for  real 
estate  purchase. 

The  next  one,  also  payable  to  John  Kronick, 
charged  to  plant  expense,  in  the  amount  of  $500  for 
real  estate  purchase. 

Another  to  John  Kronick,  charged  to  plant  ex- 
pense in  the  amount  of  $500,  for  real  estate  pur- 
chase. 

The  next  one,  payable  to  Hans  Forster,  charged 
to  plant  expense,  in  the  amount  of  $550,  nothing  on 
the  list,  but  Mr.  Erickson  said  it  was  a  personal 
item. 

Another  one  payable  to  John  Kronick,  charged 
to  plant  expense  in  the  amount  of  $200  for  real  es- 
tate [645]  purchase. 

Another  to  John  Kronick,  charged  to  plant  ex- 
pense, in  the  amount  of  $200  for  real  estate  pur- 
chase. 

Another  to  John  Kronick,  charged  to  plant  ex- 
pense in  the  amount  of  $100,  for  real  estate  pur- 
chase. 

Another  to  Olson  Carpet  Company,  charged  to 
plant  expense,  $379.56,  rugs  for  home. 

One  to  Jordan  and  Company,  charged  to  plant 
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expense  in  the  amount  of  $616.50,   for  stocks  or 

bonds. 

Total  for  1948  is  $5,412.87. 

For  1949,  Legation  of  Smtzerland,  $50  charged 
to  advertising  expense,  for  Military  Tax. 

An  item  payable  to  Poggie  Club,  charged  to  ad- 
vertising, in  the  amount  of  $3  for  dues. 

An  item  payable  to  News  Week,  charged  to  office 
expense  in  the  amount  of  $10  for  a  subscription. 

A  check  payable  to  Jordan  and  Company,  charged 
to  plant  expense,  in  the  amount  of  $2,087.75,  for 
stocks  and  bonds. 

The  total  for  1949  is  $5,403.08. 

Q.  (By  Mr.  Obenour) :  What  is  the  total, 
please,  of — for  the  period  between  1945  and  1949 
of  those  expenses  charged  [646]  to  Alpine? 

A.     $25,302.68. 

Q.  During  the  same  period,  what  is  the  total 
of  the  personal  items  charged  to  Issaquah  Cream- 
ery? A.     $23,207.07. 

Q.  And  what  is  the  total  then  of  the  personal 
expenses  charged  to  tjie  two  companies  ? 

A.     $48,509.75.  *****   [647] 

Q.  (By  Mr.  Obenour  continuing)  :  For  the  years 
— were  the  figures  of  the  personal  expense  items  to 
which  you  have  just  testified  for  the  year  1945  used 
further  by  Mr.  Erickson? 

A.     I  believe  so,  yes,  sir. 

Q.     AYhere  were  they  used? 

A.    Well,  they  appear  in  the  books   as   among 


United  States  of  America  235 

(Testimony  of  Ira  Eppler.) 

other  business  exj:»enses  for  the  year,  a  part  of  the 

total  business  deductions. 

Q.  Were  the  total  business  deductions  used  fur- 
ther by  Mr.  Erickson  on  the  books  of  Issaquah 
Creamery  for  the  year  1945  ? 

A.     As  near  as  I  know,  they  were  not. 

Q.  Was  the  total  for  business  deductions  used 
in  the  books  of  Issaquah  Creamery  for  1945  in  com- 
puting the  profit  for  the  Creamery  for  that  year*? 

A.    Yes,  they  were. 

Q.  Was  the  profit  computed  for  the  year  1945 
including  these  business  expenses  used  upon  the  tax 
return  of  Issaquah  Creamery  for  the  year  1945? 

A.     Yes,  it  was. 

Q.  For  the  year  1946,  was  the  business — was  the 
expense  which  you  have  testified  to  here  as  [649] 
personal  expense  for  Issaquah  Creamery  in  the  year 
1946  used  further  by  Mr.  Erickson? 

A.  It  comprised  a  part  of  the  total  of  the  busi- 
ness expenses  for  that  year. 

Q.  Were  the  business  expenses  for  Issaquah 
Creamery  in  the  year  1946  used  further  by  Mr. 
Erickson  ? 

A.     I  don't  believe  they  were,  no,  sir. 

Q.  Were  the  business  expenses  used  in  comput- 
ing the  net  profit  of  Issaquah  Creamery  in  the  year 
1946  ?  A.     They  were,  yes,  sir. 

Q.  Was  the  net  profit  for  the  year  1946  of  Issa- 
quah Creamery  computed  from  the  use  of  these  fig- 
ures of  the  expenses  of  1946  included  on  the  tax 
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return  of  the  Issaquah  Creamery,  for  the  year  of 

1946'?  A.     Yes,  it  was. 

Q.  Was  the  figure  that  you  testified  to  as  a  busi- 
ness expense  of  Issaquah  Creamery  for  the  year 
1947  used  in  computing  the  total  expenses  of  Issa- 
quah Creamery  for  the  year  1947? 

A.     Yes,  sir. 

Q.  Was  the  total  business  expenses,  using  the 
figures  that  you  have  described  for  the  year  1947 
used  in  computing  the  net  profit  for  Issaquah 
Creamery  for  the  year  1947? 

A.     Yes,  it  was.  [650] 

Q.  Was  the  profit  so  computed  for  the  year  1947 
used  on  the  tax  return  of  Issaquah  Creamery  for 
the  year  1947  ?  A.     Yes,  sir. 

Q.  Was  the  figure  that  you  have  testified  to  for 
the  year  1948  for  Issaquah  Creamery  used  further 
in  computing  the  total  business  expenses  for  Issa- 
quah Creamery  for  1948? 

A.     Yes,  it  was. 

Q.  Was  the  business  expense  so  computed  used 
in  determining  that  profit  for  the  year  1948? 

A.     Yes. 

Q.  Was  the  business  expense  used  in — rather, 
net  profit  so  computed  for  the  year  1948,  for  Issa- 
quah Creamery  used  in  the  tax  return  for  Issaquah 
Creamery  for  the  year  1949 — 1948? 

A.     Yes,  it  was. 

Q.  Was  the  same  practice  as  you  have  described 
in  the  preceding  years  used  in  the  computation  of 
the  profit  used  on  the  tax  return  for  Issaquah 
Creamery  in  1949? 
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Mr.  Griffin:    Object  to  the  foiTa  of  that  question. 

The  Court:     Objection  sustained.  [651] 

Q.  (By  Mr.  Obenour  continuing)  :  Was  the  fig- 
ure that  you  have  described  for  the  year  1949  as 
the  business-personal  expense,  for  1949,  used  fur- 
ther by  Mr.  Erickson?  A.    Yes. 

Q.     How  were  they  used  by  Mr.  Erickson? 

A.  To  arrive  at  the  total  business  deductions 
for  the  year. 

Q.  Was  the  year — was  the  business  deduction 
for  the  year  1949  for  Issaquah  Creamery  used  fur- 
ther in  computation  of  the  profit  of  Issaquah 
Creamery  for  that  year'?  A.    Yes,  it  was. 

Q.     How  was  it  used? 

A.  It  was  used  in  the  profit  and  loss  statement 
and  the  tax  return  for  that  year. 

Q.  Was  the  profit  so  computed  from  the  use  of 
the  figures  that  you  have  testified  to  for  1949 
charged  to  Issaquah  Creamery  used  then  in  the  tax- 
return  for  Issaquah  Creamery  in  the  year  1949? 

A.     Yes,  it  was. 

Q.  Was  the  figure  that  you  have  testified  to  for 
the  year  1945  charged  to  Alpine  Dairy  used  fur- 
ther upon  the  books  of  Alpine  Dairy  ? 

A.  They  were  used  to  arrive  at  the  total  busi- 
ness deductions  for  the  year.  [652] 

Q.  Was  the  total  business  deductions  so  com- 
puted for  the  year  1945  of  Alpine  Dairy  used  fur- 
ther? 

A.  Yes.  That  was  used  in  the  income  tax  return 
for  that  year. 

Q.     For  the  year  1946,  the  amount  you  have  testi- 
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fied  to  as  charged  on  the  books  of  the  Alpine  Dairy, 

were  those  figures  used  further? 

A.  Yes,  they  were  used  in  computing  the  net 
profit  for  the  tax  return. 

Q.     For  the  year  1946?  A.    Yes. 

Q.  Was  the  figure  that  you  have  testified  to  as 
to  1947  for  business  expenses — personal  expenses, 
used  further? 

A.     Yes,  it  was. 

Q.     And  in  what  manner  was  it  used? 

A.  To  compute  the  net  profit  for  Alpine  Dairy 
in  the  income  tax  returns. 

Q.  For  the  year  1948  were  the  figures  to  which 
you  have  testified  used  further  ?  A.    Yes. 

Q.     In  what  manner  were  they  used? 

A.  To  compute  the  net  profit  for  Alpine  Dairj^ 
in  the  income  tax  return. 

Q.  And  for  the  year  1949,  was  that  figure  used 
further?  [653]  A.     Yes,  it  was. 

Q.    How  was  it  used? 

A.  To  compute  the  net  profit  for  the  Alpine 
Dairy  in  Mr.  Forster's  tax  return. 

Q.  What  was  the  mamier  of  ownership  of  Al- 
pine Dairy  during  the  years  1945  to  1949? 

A.     An  individual  ownership. 

Q.     Of  whom?  A.     Mr.  Forster. 

Q.  Would  the  use  of  these  figures  that  you  have 
referred  to  in  the  years  1945  to  1949  a:ffect  in  smy 
way  the  tax  return  of  Mr.  Hans  Forster  during  that 
same  period? 

A.     Yes,  they  would. 
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Q.  How  would  they  affect  the  tax  returns  of  Mr. 
Hans  Forster  during  the  respective  years? 

A.  The  final  result  would  be  to  lessen  the  amount 
of  tax  shown  due. 

Q.  What  would  the  effect  of  the  use  of  these 
figures  during  the  years  1946  through  1949  upon 
the  tax  return  of  Issaquah  Creamery  be? 

A.  It  would  likewise  lessen  the  amount  of  tax 
shown  due  for  the  corporation  for  those  years. 

Q.  Did  you  have  any  further  conversation  with 
Mr.  Erickson  concerning  these  personal  expenses? 

A.     Yes,  I  did. 

Q.  What  further  did  Mr.  Erickson  say  concern- 
ing these  personal  expenses? 

A.  He  said  that  he  knew  that  they  were  not 
corporation  expenses  in  any  way. 

Mr.  Keesling:  If  the  Court  please,  can  he  fix 
the  date  of  this  conversation? 

The  Court:     Can  you  fix  the  date? 

The  Witness :  Yes.  I  believe  it  was  on  October  24, 
1950,  and  then  again  on  March  7th  and  8th,  1951. 

The  Court:    And  the  place? 

The  Witness :  Here  in  Seattle  at  my  office  in  this 
building. 

The  Court:     And  the  persons  present? 

The  Witness:  Mr.  Erickson,  Mr.  Marx,  Mrs. 
Stokie,  shorthand  reporter,  and  myself. 

Q.  (By  Mr.  Obenour) :  Did  you  ask  Mr.  Erick- 
son how  these  bills  would  be  paid? 

A.     Yes,  I  did. 

Q.     What  did  Mr.  Erickson  say  in  that  regard? 
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A.     He  said  that  oftentimes  the  billings  on  these 

just  came  in  the  mail  to  the  Creamery  office  and 

accumulated  in  the  basket  of  items  to  be  paid;  that 

others,  other  bills,  were  brought  in  and  given  to  him 

[655]  by  Mr.  Forster  with  instructions  to  pay  them. 

Q.  Did  he  say  particularly  any  bills  that  would 
be  brought  in  by  Mr.  Forster'? 

A.  Yes,  he  specifically  mentioned  the  bills  for 
Military  Tax  from  the  Swiss  Legation. 

Q.  What  did  he  say  concerning  the  bills  for  the 
Swiss  Military  Tax? 

A.  That  Mr.  Forster  usually  brought  those  in 
and  handed  those  to  him  personally. 

Q.  Did  Mr.  Erickson  say  what  he  would  do  with 
the  checks  and  the  bills  after  he  had  made  out  the 
checks  ? 

A.  Well,  he  indicated  that  he  mailed  them  to 
the  payee. 

Q.  Did  Mr.  Erickson  say  anything  about  notify- 
iup-  Mr.  Forster  when  the  checks  had  been  made 

O 

out? 

A.  I  believe  he  did.  My  recollection  is  that  he 
either  told  him  that  the  bills  had  been  paid,  or  left 
the  checks,  and  the  billings  on  his  desk  for  his 
inspection.  *****  [656] 

Q.  Did  you  discuss  Exhibit  151,  the  receipt  of 
Hopper-Kelly  for  a  Television  Set  with  Mr.  For- 
ster? A.     Yes,  I  did. 

Q.  What  did  Mr.  Forster  say  concerning  Ex- 
hibit 151? 

A.     I  believe  he  said  that  he  had  told  Mr.  Erick- 
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son  that  it  should  be  charged  to  plant — to  business 

expense. 

Q.  And  did  Mr.  Forster  say  anything  further 
concerning  the  exhi])its  to  which  you  have  described? 

A.    Yes,  he  did. 

Q.     What  did  he  say? 

A.  Well,  my  recollection  of  his  comment  was 
that  in  talking  to  Mr.  Erickson  about  it,  he  had 
said  [660]  in  a  joking  way  that  since  most  of  the 
employees  of  the  Creamery  had  gone  to  his  house, 
and  watched  Television,  that  it  should  be  charged 
as  a  plant  expense. 

Q.  Did  Mr.  Forster  say  anything  further  con- 
cerning the  entry  you  have  read  to  the  Swiss  Lega- 
tion ?  A.     Yes,  he  did. 

Q.     What  did  he  say  concerning  that? 

A.  Well,  he  said  with  reference  to  all  of  these 
items  included  in  this  list,  including  the  Swiss  Le- 
gation, that  it  was  his  understanding  that  he  had 
a  personal  drawing  account  with  the  corporation 
and  with  Alpine  Dairy,  and  that  these  items  were 
charged  to  his  personal  accoimts,  rather  than  to  bus- 
iness expenses. 

Q.     Did  Mr.  Forster  have  such  an  accoimt? 

A.  This  chart  shows  that  he  had  at  Alpine 
Dairy.  *****   [661] 

Mr.  Obenour:  It  is  my  recollection  there  is  ad- 
ditional information  concerning  the  currency  de- 
posited in  198  which  was  not  brought  out  yester- 
day which  we  would  attempt  to  bring  out  today. 

The  Court:    What  is  your  question,  then? 
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Q.  (By  Mr.  Obenour  continuing)  :  What  was 
the  amount  of  unidentified  currency  in  the  year 
1945? 

Mr.  Griffin:  The  witness  hasn't  so  far  testified 
there  is  unidentified  currency.  He  said  he  made  an 
effort.  He  didn't  even  indicate  by  his  answer  he 
could  answer  the  question;  I  see  no  materiality  of 
it.  It  is  conceded  it  went  into  198  [665]  and  didn't 
go  through  the  books.  It  wouldn't  make  any  differ- 
ence whether  it  was  currency,  coin,  or  anything. 
*****  [666] 

Q.  (By  Mr.  Obenour)  :  In  your  interview  at 
this  office,  in  the  presence  of  Mrs.  Stokie,  Mr.  Marx, 
Mr.  Erickson  and  yourself,  on  March  7,  1951,  what 
did  Mr.  Erickson  say  concerning  inventory  in  the 
tax  return  for  1948,  Exhibit  13? 

A.  He  said  that  he  had  helped  to  make  the 
inventory  at  Issaquah,  had  arrived  at  the  total  for 
the  amount,  and  had  written  it  down  by  25  thousand 
dollars. 

Q.     Did  he  say  anything  further  concerning  [669] 
writing  this  inventory  item  down  $25,000? 
A.    Yes,  he  did. 

Q.     ^A^at  did  he  say? 

A.  He  said  that  he  had  been  instructed  to  re- 
duce that.  *****  [670] 

Q.  Did  you  discuss  the  entry  —  what  did  Mr. 
Erickson  say  on  that  occasion,  concerning  the  en- 
tries on  Exhibit  14,  the  tax  return  for  Issaquah 
Creamery  for  the  year  1949? 
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Mr.  Griffin:    Object  to  the  fomi  of  the  question. 

The  Court:     Objection  overruled. 

Mr.  Le  Sourd:     Too  general. 

Mr.  Keesling:     He  is  making  an  assumption. 

The  Court:  He  is  making  an  assumption  al^out 
what  ? 

Mr.  Keesling:  Well,  rather  than  take  the  time, 
I  will  withdraw  objection. 

The  Court:    Do  you  have  the  question  in  mind? 

The  Witness:     I  would  like  it  read  back. 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  He  said  that  he  had  altered  part  of  the  [671] 
figures  and  had  written  in  some  fictitious  figures  as 
well.  ***** 

Q.  Plaintiff's  Exhibit  213;  what  entries  con- 
tained in  Exhibit  213  did  you  discuss  with  Mr. 
Erickson  ? 

A.  There  are  three  principal  entries;  one  of 
them  involves  the  milk  draft  entries  for  November 
and  December. 

Q.     What  did  Mr.  Erickson  state 

A.  (Interposing)  :  Excuse  me,  I  hadn't  finished 
my  answer.  [672] 

Each  of  two  entries  for  milk  drafts  had  been 
increased  by  five  thousand  dollars  each  to  make  a 
total  of  ten  thousand. 

Q.  And  what  was  the  date  on  which  those  entries 
were 

A.     (Intei^osing)  :    May  I  complete  my  answer? 
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Q.    Yes. 

A.  The  second  item  that  I  mentioned  was  an 
account  payable  to  Consolidated  Dairy  of  slightly 
more  than  fifty-one  thousand  dollars,  and  a  third 
item  which  he  mentioned  was  a  check  issued  to  R. 
L.  Stephenson  Company,  which  he  later  put  back  in 
the  corporation's  bank  account  the  f ollov/ing  year. 

I  think  on  the  R.  L.  Stephenson  check,  he  said 
it  was  shown  as  an  account  payable  at  the  end  of 
1949,  and  since  it  was  not  actually  owing  R.  L. 
Stephenson,  that  in  order  to  get  it  off  his  books, 
he  later  issued  a  check,  which  check  was  not  given 
to  Mr.  Stephenson,  however. 

I  believe  that  covers  all  the  things  that  you  had 
asked.  [673] 
***** 

(Whereupon,  the  following  was  read  by  the 
reporter:  "What  did  Mr.  Taylor  sayf ) 

A.  He  further  said  that  once  he  had  been  ad- 
vised of  these  particular  items,  that  is,  the  fifty- 
one  thousand,  and  the  ten  thousand,  that  he  made 
certain  corrections  in  his  year-end  work  sheet  for 
use  in  preparing  the  tax  return;  then  went  ahead 
and  prepared  the  tax  return,  using  these  amended 
figures  which  Mr.  Erickson  had  given  him. 

*****    [gggj 

Q.  What  is  the  total  of  the  figures  that  are  in 
that  column  as  having  been  obtained  from  Mr. 
Erickson  ? 
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A.  Well,  there  is  no  total  shown,  and  I  believe 
there  are  other  figures  which  Mr.  Taylor  said  were 
not  supplied  by  Mr.  Erickson.  The  total  of  the  two 
which  he  said  Mr.  Erickson  had  supplied  him,  or, 
rather,  I  should  say,  the  three  would  be  $71,570.76. 

Q.     Were  there  any  other 

A.  (Interposing)  :  The  total  which  I  am  using, 
by  the  way,  is  $10,000  inventory,  $51,570.76,  in  ac- 
counts payable,  and  ten  thousand  in  milk  drafts. 

Q.  Were  there  any  other  erasures  upon  Exhibit 
259  which  you  discussed  with  Mr.  Taylor? 

A.  Well,  I  believe  that  I  did  discuss  other  items 
mth  him,  l)ut  I  don't  recall  now  what  they  were. 

Q.  Thank  you.  Did  you  discuss  these  items  with 
Mr.  Forster,  referring  to  the  two  five-thousand-dol- 
lar milk  draft  items,  the  $18,000  Stephenson  item, 
and  the  $50,000  account  payable  item? 

A.    Yes,  I  did. 

Q.  What  did  Mr.  Forster  say  concerning  these 
entries?  [696] 

A.  He  said  that  when  Mr.  Taylor  gave  him  the 
net  profit  figure  at  the  end  of  January,  1950,  for 
the  year  1949,  that  he  told  Mr.  Taylor  that  the  net 
profit  must  be  wrong,  that  they  couldn't  have  made 
that  much  money,  and  particularly  since  the  pre- 
vious month  they  had  shown  quite  a  high  profit 
that  there  must  be  some  mistake  in  his  figures  some- 
where, and  for  him  to  go  back  through  them  and 
to  find  out  where  the  errors  were. 

He  also  said  that  he  did  not  give  any  instructions 
to  make  any  alterations  or  additions  to  the  books. 
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Q.  In  your  examination  of  the  books  of  Issa- 
quah  Creamery,  did  you  find  any  entries  pertaining 
to  Puget  Sound  Products? 

A.     Yes,  I  did. 

Q.  Handing  you  Exliibit  64,  which  is  a  check 
payable  to  Puget  Sound  Products  in  the  amount  of 
$5,744.44,  dated  12/28/49,  and  drawn  on  the  Issa- 
quah  Creamery  Company,  Incorporated,  and  signed 
Hans  Forster,  and  endorsed  Puget  Sound  Products 
Company,  Hans  Forster,  did  you  do  anything  in 
regard  to  that  Exhibit  64? 

A.     Yes,  I  did. 

Q.     What  did  you  do?  [697] 

A.  I  examined  the  books  of  Issaquah  Creamery, 
to  see  how  it  was  listed  in  the  books,  and  I  also 
examined  the  records  of  Washing-ton  State  Bank 
to  see  where  it  was  deposited. 

Q.     Where  was  it  deposited? 

A.     In  Mr.  Forster's  savings  account. 

Q.  How  was  the  check  listed  in  the  books  of 
Issaquah  Creamery? 

A.  It  is  listed  under  account  No.  3.  I  believe 
that  is  butter  purchases.  If  I  could  refer  to  the 
chart  of  accounts 

(Whereupon,  exhibit  was  handed  to  the  wit- 
ness by  Mr.  Obenour.) 

A.  (Continuing)  :  Yes,  account  No.  3  is  butter 
expense. 

I  also  believe  that  I  talked  to  Mr.  Forster  about 
this  particular  item. 
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Q.  What  did  Mr.  Forster  say  concerning  this 
item? 

A.  He  said  that  the  check  had  no  relation  to  the 
purchase  of  butter. 

Q.  Were  there  any  other  entries  on  the  books 
of  Issaquah  pertaining  to  this  check,  this  entry  of 
Puget  Sound  Products'? 

A.  Well,  it  is  included  in  the  total  of  purchases 
[698]  in  the  profit  and  loss  statement  in  the  tax 
return. 

Q.  By  including  that  entry  on  butter  purchased 
for  the  year  in  which  it  was  drawn,  1949,  what  is 
it  then  used — what  is  its  use  then  as  to  the  tax 
return  for  the  corporation  for  that  year? 

A.  It  is  listed  in  the  total  of  merchandise  pur- 
chased. I  should  say  "under  cost  of  goods  sold", 
the  description  on  the  tax  return. 

Q.  In  your  analysis  of  the  bank  accounts  of  Mr. 
Forster,  did  you  add  the  totals  of  currency  depos- 
ited to  the  bank  accounts  of  Mr.  Forster? 

A.    Yes,  I  did. 

Q.  Did  you  discuss  these  totals,  this  total,  with 
Mr.  Forster?  A.     Yes,  I  did. 

Q.  Did  you  discuss  these  totals,  this  total,  with 
Mr.  Forster?  A.     Yes,  I  did.  *****  [699] 

Q.  What  was  the  conversation  with  Mr.  Forster 
on  March  8th  or  9th,  1951,  in  this  building,  in  the 
presence  of  Mr.  Kachlein,  Mr.  Brody,  Mr. 

The  Court  (Interposing)  :  You  needn't  repeat.  I 
think  the  conversation  has  been  referred  to. 

A.    Well,  he  said  that  the  only  items  that  he 
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could  think  of  other  than  the  ice  cream  sales  which 
were  not  recorded  in  the  books  were  the  Time  Oil 
Company  rebates,  and  some  farm  rental,  which  he 
had  received  in  the  form  of  currency. 

Q.  (By  Mr.  Obenour)  :  What  was  the  total  of 
the  amounts  of  currency  that  were  identified? 

A.     For  the  entire  period,  or 

Q.     (Interposing):     For  the  year  19451 

A.  I  believe  in  1945,  we  identified  approximately 
[706]  three  thousand  dollars  coming  from  the  farm 
rental  and  from  the  Time  Oil  Company  rebates. 

Q.  What  was  the  total  of  the  currency  in  1945 
that  you  were  discussing  with  Mr.  Forster"? 

A.     $21,305.00. 

Q.  What  was  the  amount  of  unidentified  cur- 
rency *? 

A.  Well,  it  would  be  three  thousand  less  than 
that  or  $18,305. 

Actually,  I  believe  the  amount  we  identified  was 
slig'htly  less  than  three  thousand,  but  it  was  close 
to  three  thousand  dollars. 

Q.  Did  you  ask  Mr.  Forster  as  to  the — for  iden- 
tification or  possible  identification  of  this  remain- 
ing balance  of  some  $18,300? 

A.     Yes,  I  did. 

Q.     What  did  Mr.  Forster  say  I 

A.  He  said  that  the  only  identification  that  he 
could  offer  was  that  it  came  from  the  ice  cream 
sales.  *  ^-  *  *  *  [707] 

Q.     AVhat  did  Mr.  Erickson  say  concerning  the 
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books  and  records  of  the  Daisy  Ice  Cream  Com- 
pany ? 

A.     He  said  they  were  no  longer  in  existence. 

Q.  Did  he  say  anything  further  concerning  the 
books  and  records  of  Daisy  Ice  Cream  Company? 

The  Court:  I  am  going  at  this  time  to  caution 
the  witness  against  statements  that  may  relate  to 
— that  may  repeat  statements  of  others  so  if  that  is 
what  you  are  asking  for  here,  I  ask  you  to  avoid 
those  at  this  time,  particularly.  You  may  proceed. 
Do  you  understand  my  caution? 

The  Witness :     Yes,  I  do,  sir. 

I  wonder  if  the  Court  could  have  it  read  back? 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  I  believe  he  said  that  they  had  been  destroyed 
in  a  flood,  which  had  occurred  at  Issaquah. 

Q.  (By  Mr.  Obenour)  :  What  records  did  you 
request  of  Mr.  Erickson  pertaining  to  Daisy  Ice 
Cream  Company? 

A.  I  asked  for  any  record  which  he  might  have, 
any  records  of  them. 

Q.  Did  you  ever  receive  any  records  pertaining 
to  the  Daisy  Ice  Cream  Company? 

A.    Yes,  I  did. 

Q.     What  records  did  you  receive  ? 

A.  In  addition  to  the  reference  to  the  charge 
sales,  which  is  included  in  this  large  book  here,  I 
received  a  partial 
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Q.  (Interposing) :  By  "large  book",  you  are 
referring  to  Exhibit  244? 

A.  Yes.  I  received  a  partial  listing  of  the  cash 
sales  of  Daisy  Ice  Cream  Company.  It  was  not  com- 
plete, however.  Some  months  were  missing;  some 
years  were  missing. 

Q.    Where  did  you  receive  those? 

A.     From  the  Issaquah  Creamery  Company. 
*****   [720] 

Q.  (By  Mr.  Obenour)  :  The  amount  that  you 
have  just  testified  to,  Mr.  Eppler,  as  having  been 
traced  into  the  deposit  of  198,  did  you  compare  ex- 
hibit 10  and — ^which  is  the  tax  return  of  Issaquah 
Creamery  for  1945 — and  Exhibits  1  and  6,  the  tax 
returns  of  Hans  Forster  and  Evelyn  Forster  for 
[732]  the  year  1945? 

A.     Yes,  I  did. 

Q.  Is  the  amoimt  of  $17,200.50  shown  upon  the 
— any  of  the  three  tax  returns  mentioned? 

Mr.  Grif&n:  If  the  Court  please,  I  suppose  that 
several  times  during  the  day  the  same  matter  may 
be  gone  into.  The  witness  has  testified  to  items  that 
went  into  account  198.  It  has  been  stipulated  from 
the  opening  statement  with  a  written  stipulation 
that  the  items  in  198  are  unreported  income. 

Now,  I  just  object  to  the  repetition,  several  times, 
of  something  that  is  admitted,  and  I  was  called 
upon  to  make  the  stipulation  saying  it  would  save 
two  months  of  this  trial  time. 

Mr.  Obenour:  If  the  Court  please,  if  counsel 
would  care  to  increase  the  stipulation  to  which  he 
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referred  as  being  all  items  in  198  unreported  on 
the  books  of  Issaquah  Creamery,  Alpine  Dairy,  and 
upon  the  tax  returns  of  Issaquah  Creameiy  and  Mr. 
Forster  for  each  of  the  years  in  question,  the  Gov- 
ernment would  accept  that  stipulation. 

Mr.  Griffin:  May  I  see  238,  please?  The  Govern- 
ment wrote  the  stix^ulation. 

The  Court:     Is  that  the  long  stipulation? 

Mr.  Griffin:  Yes,  your  Honor.  "It  is  [733]  stip- 
ulated between  counsel  for  all  parties  in  the  above 
action  that  the  attached  schedule  correctly  reflects 
the  existence,  description,  i3urpose,  amount,  and 
date  of  specific  checks  made  payable  to  Issaquah 
Creamery  which  were  not  recorded  on  corporate 
books  of  Issaquah  Creamery  and  which  were  de- 
posited to  Hans  Forster 's  personal  savings  account 
No.  198  in  the  Washington  State  Bank  at  Issaquah, 
Washington." 

Mr.  Obenour:  There  are  two  things  in  that  re- 
gard. There  was  reference  to  the  cash  I  am  refer- 
ring to  in  this  instance,  and  there  is  no  reference 
in  the  stipulation  as  to  including  on  the  tax  returns 
of  either  Issaquah  or  Mr.  Forster  himself. 

Mr.  Griffin:  Well,  I  signed  the  stipulation.  I 
thought  I  was  signing  everything  the  Government 
wanted. 

Mr.  Obenour :  We  would  so  stipulate  at  this  time, 
if  the  Court  please. 

Mr.  Griffin:  I  signed  that  under  a  misapprehen- 
sion. I  thought  I  was  saving  time. 
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The  Court:  Have  you  any  desire  at  this  time, 
Mr.  GrifSn,  to  stipulate  further? 

Mr.  Griffin:  No,  your  Honor;  no  further  stipu- 
lation. *****  [734] 

Mr.  Griffin:  Excuse  me,  again.  The  Court  may 
remember  I  stipulated  that  anything  in  198  did  not 
show  upon  the  returns. 

Mr.  Obenour:  We  accept  it  as  indicated  now, 
that  any  of  the  items  listed  thereon  as  not  being 
reported,  and  being  deposited  to  198  were  not  shown 
on  the  tax  returns  of  Issaquah  Creamery  or  Mr. 
Forster.  We  would  accept  it  at  this  time,  if  there 
is  any  question  about  that. 

The  Court:  Let's  get  this  a  little  more  clearly 
in  mind. 

Mr.  Le  Sourd:  I  am  slightly  confused  at  this 
point.  I  don't  know  a  great  deal  about  Mr.  Forster's 
savings  account  198.  There  may  be  many,  many 
items  in  that  account  that  have  no  place  in  the 
corporate  books  at  any  time,  so  I  take  it,  if  the 
stipulation  is  that  all  items  in  198  were  not  reflected 
in  the  tax  returns  of  Issaquah  and  Alpine,  it  seems 
to  me  that  is  pretty  broad  for  a  party  like  our- 
selves with  no  knowledge  of  the  facts  at  all  to 
stipulate  to. 

Mr.  Griffin:  I  am  not  stipulating,  so  that  [735] 
you  don't  misunderstand,  sir,  I  am  not  stipulating 
that  the  items  in  198  should  have  been  upon  any 
corporate  return.  There  are  Alpine  items  in  there. 
But,  I  am  stipulating  that  they  are  not  upon  the 
return  or  upon  the  books  of  Issaquah.  ***** 
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Q.  (By  Mr.  Obenour) :  I  hand  you  Exhibit 
230,  a  series  of  four  checks,  drawn  on  the  account 
of  Amalgammated  Sugar  Company  and  the  first  pay- 
alDle  to  Issaquah  Creamery  in  the  amount  of  $122.50 
on  October  7,  1947,  the  second  payable  to  Hans  For- 
ster  Company,  Issaquah,  Washington,  on  November 
28,  1949,  in  the  amount  of  $264.00,  the  third  pay- 
able to  Hans  Forster  Company,  Issaquah,  Washing- 
ton, dated  August  3,  1949,  in  the  amount  of  $336.60 
and  the  fourth  payable  to  the  Hans  Forster  Trans- 
portation Company  in  the  amount  of  $132.84  under 
date  of  August  5,  1948. 

Were  any  of  the  checks  included  on  the  tax  re- 
turns of  Mr.  Hans  Forster  or  the  Issaquah  Cream- 
ery for  the  respective  years  of  1947,  1948  and  1949  ? 

A.     No,  they  were  not. 

Q.  I  hand  you  Exhibit  188,  which  is  a  check 
to  [740]  the  Issaquah  Creamery  Company,  upon 
the  account  of  Darigold,  under  date  of  December 
31,  1946,  in  the  amount  of  $864.00,  and  ask  you  if 
it  was  included  on  the  tax  return  of  either  Mr.  For- 
ster or  Issaquah  Creamery  for  the  year  19461 

A.     I  don't  believe  that  it  was. 

Q.     I  hand  you  Exhibit 

A.  (Interposing)  I  would  need  to  further  de- 
termine that,  however. 

Q.  (Continuing)  I  hand  you  Exhibit  ISS,  which 
is  a  series  of  checks  drawn  on  the  account  of  Dari- 
gold, payable  to  Issaquah  Creamery  Company,  the 
first  $288.00,  dated  January  2,  1947,  the  second 
$115.20,    dated    January    30,    1947,    and   the    third 
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$3,216.00,  dated  January  30,  1947,  and  ask  you  if 
any  of  these  checks  were  inckided  upon  the  tax 
return  of  either  Mr.  Hans  Forster  or  Issaquah 
Creamery  for  the  year  1947? 

A.  No,  they  were  not.  I  would  like  to  amend 
my  answer  with  reference  to  exhibit  188.  I  believe 
that  it  was  reported  by  the  corporation. 

The  Court:  When  you  say  "the  corporation," 
you  mean  Issaquah? 

The  Witness:  Issaquah  Creamery  Corporation 
is  shown  as  the  payee  and  that  is  the  corporation  I 
referred  to.  [741] 

Q.  (By  Mr.  Obenour) :  I  hand  you  Exhibit 
209,  which  is  a  check  to  Issaquah  Creamery  Com- 
pany, in  the  amount  of  $412.50,  drawn  on  Renton 
Ice  and  Ice  Cream  Company  and  ask:  Was  that 
included  on  the  respective  tax  return  of  Issaquah 
Creamery  or  Mr.  Forster? 

A.     No,  it  was  not. 

Q.  I  would  hand  you  Exhibits  142,  which  is  a 
series  of  checks  drawn  in  the  account  of  Apex 
Dairy,  between  the  years  1946  and  1949,  payable 
to  Issaquah  Creamery,  and  ask  if  any  of  these 
checks  were  included  upon  the  tax  return  of  either 
Hans  Forster  or  Issaquah  Creamery  for  the  respec- 
tive years  of  1946  through  1949? 

A.     No,  sir;  they  were  not. 

Q.  I  hand  you  Exhibit  190,  which  is  a  check 
drawn  to  Issaquah  Creamery  upon  the  account  of 
Darigold  in  the  amount  of  $4,939.74,  under  date  of 
October  4,  1947,  and  the  accompanying  document, 
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and  ask  if  this  check  was  deposited  to  either  the 
account  of  Mr.  Forster  or  the  Issaquah  Creamery 
for  the  year  1947? 

A.     No,  sir ;  it  was  not. 

Q.  I  hand  you  Exhibit  150,  which  is  a  series  of 
checks  drawn  on  the  account  of  Finstad  and  Utgard 
payable  to  Issaquah  Creamery,  the  years  1944 
through [742] 

Mr.  Griffin:  (Interposing)  Did  Counsel  say  Ex- 
hibit 52? 

Mr.  Obenour:     150. 

Q.     (By  Mr.   Obenour   continuing)  :     which 

are  payable  to  Issaquah  Creamery  upon  the  account 
of  Finstad  and  Utgard  between  the  years  1944  and 
1949. 

As  to  those  checks  within  the  years  1945  to  1949, 
I  will  ask  you,  are  they  shown  on  the  tax  return 
of  either  Mr.  Forster  or  Issaquah  Creamery  during 
their  respective  years  of  1945  through  1949? 

A.     No,  they  are  not. 

Q.  Did  you  find  any  checks  upon  the  account  of 
Arctic  Gardens  that  were  payable  to  Issaquah 
Creamery?  A.     Yes,  I  did. 

Q.     T^Hiat  were  the  amounts  of  those  checks? 

Mr.  Le  Sourd:  If  your  Honor  please,  may  I 
inquire  whether  we  are  talking  about  the  same 
checks  we  have  already  been  over  once  before? 

Mr.  Obenour:  I  believe  they  have  been  sepa- 
rately removed.   I  am  sorry,  I  don't  have 

The  Court:  (Interposing)  You  believe  they 
have  1 
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Mr.  Obenour:    I  believe  they  have. 

254?  [743] 

The  Witness :    Should  I  answer  the  question  I 

The  Court:  Do  you  think  you  have  an  exhibit 
covering  this? 

Mr.  Obenour:  Yes,  sir;  I  was  simply  attempt- 
ing to 

Mr.  Grif&n:  (Interposing)  He  testified  in  detail 
to  them  yesterday,  253  and  254. 

Mr.  Obenour:    253  and  254. 

Q.     (By  Mr.   Obenour   continuing)  :     As  to   the 

checks  of  Issaquah  Creamery  and  Arctic  Gardens 

in  Exhibit  254,  was  that  shown  upon  the  tax  returns 

of  either  Mr.  Forster  or  Issaquah  Creamery? 

A.     No,  they  were  not.  [744] 
***** 

Q.  (By  Mr.  Obenour) :  Mr.  Eppler,  I  hand  you 
Plaintiff's  Exhibit  155,  which  consists  of  51  rent 
receipts  and  12  cancelled  checks  drawn  by  Bert 
Alpress,  and  payable  to  Hans  Forster  during  the 
periods  1/11/45  and  12/13/49,  and  ask  if  you  did 
anything  regarding  Exhibit  155? 

A.    Yes,  I  did. 

Q.     What  did  you  do,  please? 

A.  I  discussed  these  with  Mr.  Alpress.  I  added 
up  the  total  of  them,  the  checks  in  question,  and  I 
examined  the  deposit  tickets  of  Account  198  and 
found  that  they  were  listed  on  the  deposit  tickets 
of  Mr.  Forster's  personal  account. 

I  discussed  them — I  don't  recall  whether  or  not 
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I  mentioned  the  total,  but  I  discussed  this  with  Mr. 

Forster  [756]  and  with  Mr.  Taylor. 

Q.  What  is  the  total  of  the  rent  receipts  con- 
tained in  155? 

A.     I  believe  it  is  $5,775.00. 

Q.  Were  any  of  the  amounts  represented  by  the 
checks,  or  the  receipts,  in  Exhibit  155,  entered  on 
the  tax  returns  for  the  respective  years  between 
1945  and  1949  of  either  Issaquah  Creamery  or  Mr. 
Hans  Forster? 

A.     No,  sir;  they  were  not. 

Q.  Did  you  discuss  with  Mr.  Forster  the  Daisy 
Cash  Sales  for  the  period  between  1945  and  1949? 

A.     I  believe  I  did,  yes,  sir. 

Q.  What  did  he  say,  and  what  did  you  say  on 
that  occasion? 

First,  where  did  this  conversation  take  place  ? 

A.     Here  in  this  building. 

Q.    What  date,  please? 

A.  Either  on  March  8th  or  March  9,  I  believe, 
1940 — excuse  me,  1951. 

Q.     Who  was  present? 

A.  Mr.  Forster,  Mr.  Kachlein,  Mr.  Brody,  Mr. 
Gorans,  Mr.  Marx,  myself,  and  perhaps  Mrs.  Stokie, 
the  recorder.  [757] 

Q.  What  did  Mr.  Forster  say  and  what  did  you 
say  on  that  occasion? 

A.  Well,  I  said  that  I  was  seeking  some  ex- 
planation as  to  how  the  entire  cash  sales  of  a  whole 
company  apparently  had  not  been  taken  onto  any 
books  or  anv  of  his  tax  returns. 
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I  don't  recall  that  I  mentioned  the  totals  in- 
volved. I  may  have.  There  were  several  hundred 
thousand  dollars  of  the  cash  sales  which  we  dis- 
cussed generally,  and  my  recollection  is  that  he  said 
that  it  was  his  understanding  that  this  was  a  part 
of  Alpine  Dairy,  and  was  reported  in  some  way  by 
Alpine  Dairy.  He  said  that  he  had  asked  a  number 
of  times  for  a  profit  and  loss  statement  from  his 
accountant,  but  didn't  receive  any,  so  his  book- 
keeper later  did  prepare  some  kind  of  a  profit  and 
loss  statement  for  the  company. 

Q.  What  was  the  total  of  Daisy  cash  sales,  Daisy 
Ice  Cream  cash  sales,  during  the  period  of  1945  to 
1949,  if  you  know? 

A.  I  don't  have  a  total  for  those  years  sepa- 
rately. The  total  that  I  have  includes  the  last  six 
months  of  1944  as  well.  For  a  portion  of  the  period 
of  1945  through  1949,  however,  there  was  a  total 
of  $618,697  deposited  in  the  form  of  cash  sales  to 
the  Alpine  Ice  Cream  account  at  Peoples  Bank. 

Q.  Was  there  any  of  this  amount  of  cash  sales 
entered  upon  the  books  of  either  Issaquah  Cream- 
ery or  Alpine  Dairy  *? 

A.  Not  upon  these  cash  sales  sheets  which  are 
in  evidence. 

Q.  Were  the  figures  from  the  cash  sales  sheets 
used  in  any — or  for  any  other  purpose? 

A.  I  don't  know.  They  weren't  used  in  arriving 
at  the  total  figures  on  the  income  tax  returns. 

Q.  Did  you  ever  discuss  with  Mr.  Taylor  the 
matter  of  interest?  A.     Yes,  I  did. 
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Q.  Where  did  that — where  did  you  talk  to  Mr. 
Taylor  concerning  interest? 

A.     I  believe  here,  in  this  building. 

Q.     When  was  that? 

A.     I  believe  it  was  on  May  16,  1951. 

Q.    Who  was  present? 

A.  Mr.  Taylor,  Mr.  LeSourd,  Mr.  Marx,  Mrs. 
Stokie,  the  stenographic  worker,  and  myself. 

Q.  What  was  the  conversation  that  you  had  mth 
Mr.  Taylor  concerning  interest  on  that  occasion? 

A.  As  I  recall,  I  said  that  Mr.  Marx  and  I  had 
added  up  the  interest  that  we  had  learned  about 
up  to  that  time  of  Mr.  Forster,  which  was  not  in- 
cluded [759]  in  Alpine  Dairy,  and  we  had  a  total 
of  something  like  35  or  36  thousand  dollars,  and 
that  we  had  also  added  up  the  total  interest  listed 
on  Mr.  Forster 's  income  tax  returns  and  found  that 
it  was  slightly  more  than  ten  thousand,  and  we 
were  seeking  some  explanation  for  the  difference, 
that  is  the  twenty-five  thousand  which  was  not  re- 
flected in  the  tax  returns. 

He  said  that  the  items  which  he  had  listed  as  in- 
terest on  the  tax  returns  were  the  figures  which 
Mr.  Forster  had  given  him;  that  when  he  prepared 
the  returns,  he  asked  Mr.  Forster  about  his  interest 
and  other  income  items  not  included  in  the  com- 
pany's, that  is,  Alpine  Dairy,  in  order  to  obtain 
the  necessary  details  for  the  tax  returns. 

Q.  And  who  is  "he"  that  you  are  speaking  of 
now,  as  saying  these  things?  A.     Mr.  Taylor. 

Q.     Handing  you  Exhibit  238,  which  is  a  stipu- 
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lation  entitled  ''Specific  checks  made  payable  to  Is- 
saquah  Creamery  not  recorded  on  corporate  books 
and  deposited  to  Hans  Forster 's  personal  savings 
account,"  have  you  examined  exhibit  238  during  the 
recess?  A.     Yes,  sir;  I  have. 

Q.  There  are  items  thereon  in  addition  to  those 
to  which  you  have  already  testified?  [760] 

A.    Yes,  there  are. 

Q.  Are  there  any  other  items  contained  on  238 
which  is  included  on  the  tax  returns  for  the  respec- 
tive years  of  1945  through  1949  of  either  Issaquah 
Creamery  or  Mr.  Hans  Forster? 

The  Witness:  May  I  ask  that  the  question  be 
read  back  to  me? 

The  Court:    Mr.  Eeporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     No,  there  are  not.     *****     [761] 
Cross  Examination 

Q.  (By  Mr.  Griffin)  :  And  during  the  course  of 
your  investigation  did  you  learn  that  prior  to  Mr. — 
shortly  prior  to  Mr.  Taylor's  going  to  McNeil  Is- 
land, he  had  advised  Mr.  Kachlein,  or  suggested  and 
advised  Mr.  Kachlein,  that  he  employ  this  firm  of 
accountants  for  Mr.  Forster? 

A.    Mr.  Taylor  told  me  that,  yes,  sir. 

Q.  And  you  recognized  this  accounting  firm  as  a 
national — as  a  firm  of  national  practice  over  the 
country,  and  competent? 

A.  It  has  been  told  to  me  that  they  are  a  na- 
tio'nal  firm^,  yes,  sir. 
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Q.  And  at  tliis  first  meeting,  an  accord  was 
reached,  was  it  not,  that  Mr.  Forster  personally 
and  through  his  attorneys  and  the  accounting  firm 
would  give  you,  and  by  you,  I  mean  the  Bureau, 
the  Government,  the  fullest  of  cooperation  possible, 
in  endeavoring  to  ascertain  the  facts  of  the  Hans 
Forster  tax  situation? 

A.  They  said  that  they  wished  to  do  that,  yes, 
sir. 

Q.  Yes,  sir;  they  said  it,  did  they  not,  that  as 
of  that, — as  of  October — pardon  me,  August,  of 
1950,  it  was  apparent  a  large  amount  of  tax  was 
due  but  they  hadn't  gone  far  enough  even  to  esti- 
mate what  [764]  it  might  be? 

That  was  about  the  situation  when  you  came  into 
the  picture  with  them,  was  it  not? 

\.  No,  sir;  they  did  not  say  that  to  me.  They 
specified  an  amount  at  that  time  that  they  had 
already  determined. 

Q.  As  of  that  time,  they  had  determined  there 
was  a  certain  amount  due?  What  was  that  amount, 
approximately  ? 

A.  I  would  like  to  refer  to  some  notes  I  made 
at  the  time,  and  I  can  give  you  the  exact  figure 
that  they  mentioned  to  me. 

In  round  figures,  they  mentioned  to  me  $1,375,- 
000. 

Q.  And  then,  upon — of  course,  that  figure,  as  the 
investigation  continued,  didn't  turn  out  to  be  right? 

A.    I  don't  believe  it  did,  no,  sir.  [765] 

«  *  ♦  *  * 
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Q.  Now,  at  this  first  conversation,  or  first  meet- 
ing, you  testified,  I  believe,  that  Mr.  Forster — that 
you  inquired  about  sales  not  going  on  the  books, 
and  that  Mr.  Forster  advised  you,  that  is,  as  of 
that  [769]  time,  he  had  learned  that  the  Time  Oil 
discount,  the  Casein  Sales,  and  the  Butter  Subsidy 
items  had  not  gone  on  the  books ;  is  that  correct  ? 

A.     No,  sir;  it  isn't. 

Q.    Will  you  correct  me,  please? 

A.  He  didn't  say  anything  about  butter  subsidy. 
He  didn't  say  when  he  had  learned  that  these  were 
not  reported,  not  listed  in  his  books.  He  didn't  say 
anything  about  the  books;  nor  in  fact,  did  I.  I  in- 
quired about  his  tax  returns. 

Q.     Oh,  on  his  tax  returns'? 

A.  And  these  items  were  offered  to  me  as  ex- 
planation for  the  unreported  amounts  which  the 
accountants  mentioned  as  having  been  determined. 

Q.  All  right;  Mr.  Forster  at  that  conversation 
didn't  say  anything  about  the  books? 

A.  I  don't  recall  that  he  did,  other  than  in  a 
general  way. 

Q.  But  he  did  advise  you  at  that  time — and  was 
this  a  statement  of  Mr.  Forster  personally,  or  the 
accountants — that  the  Time  Oil  discounts  and  the 
Casein  Sales  did  not  show  on  his  income  tax  re- 
turns ? 

A.     Mr.  Forster  himself  advised  me  that. 

Q.  And  I  thought  there  was  a  third  item  that 
you [770]  A.     There  was. 

Q.     What  was  that? 


United  States  of  America  26.1 

(Testimony  of  Ira  Eppler.) 

A.  That  is  correct.  Mr.  Forster  said  that  he  had 
bought  butter  on  a  rising  market,  and  later  sold 
it  at  a  high  profit. 

Q.     That  is  the  butter  futures'? 

A.     He  didn't  refer  to  them  as  "butter  futures. '^ 

Q.    It  has  been  referred  to  here  as 

Mr.  Griffin:     Strike  that. 

Q.  (By  Mr.  Griffin  continuing)  :  Anyway,  there 
were  three  items  that  you  were  advised  on  August 
29th  by  Mr.  Forster  that  he  then  knew  on  August 
29,  1950,  at  least  that  had  not — that  did  not  show 
upon  his  tax  returns'? 

A.     That  is  correct.   He  mentioned  three  items. 

Q.  And  by  his  tax  returns,  I  am  including  Issa- 
quah  Creamery  as  well, — didn't  show  there. 

Did  you  ask  him  when  he  learned,  first  learned, 
that  these  items  did  not  show  upon  his  tax  returns? 

A.    Yes,  I  did  ask  him  that. 

Q.    What  did  he  say? 

A.  My  recollection  of  what  he  said  is  that  he 
didn't  know  just  when  he  learned  that  they  were 
not  reported  on  his  tax  returns.  [771] 

Q.  Now,  you  made  request,  in  this  matter  of 
cooperation,  did  you  not 

Mr.  Griffin:    Strike  that,  please. 

Can  I  see  171  and  173? 

Q.  (By  Mr.  Griffin  continuing)  :  And  you  testi- 
fied that  you  investigated  the  matter  and  I  believe 
obtained  these  receipts.  Exhibits  171,  172  and  173, 
which  are  the  Time  Oil  Receipts  for  cash? 

A.    Yes,  sir. 
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Q.  And  this  has  been  referred  to  as — this  Time 
Oil  situation — throughout  this  case,  as  a  cash  dis- 
count, and  the  money  not  shown  on  the  books  and 
going  into  Account  198;  that  is  the  situation  and 
fact,  isn't  it? 

A.  I  haven't  stated  that.  I  don't  know  where 
the  money  went. 

Q.     You  don't  know  where  the  cash  went? 

A.     I  have  no  way  of  knowing  that,  no,  sir. 

Q.  You  didn't  endeavor  to  trace  that  money  into 
any  portion  of  this  money  you  referred  to  as  un- 
laiown  currency,  or  whatever  the  term  was,  that 
you  used  in  198? 

A.    I  endeavored  to,  yes,  sir. 

Q.     You  did  not  succeed?  [772] 

A.     I  believe  I  succeeded  in  part,  yes,  sir. 

Q.  Did  you  inquire  from  Mr.  Forster  as  to  why 
this  discount  was  paid  in  cash? 

A.  I  don't  specifically  recall  that  I  asked  him 
about  it,  no,  sir. 

I  read  a  portion  of  Mr,  Sam  Green's  testimony  to 
him  bearing  on  that,  and  asked  him  to  comment 
on  it. 

Q.  I  think  you  testified  that  you  had  an  inter- 
view with  Mr.  Forster  on  March  8th,  1951,  in  your 
office  in  this  building?  A.     That  is  right. 

Q.  And  that  there  was  present,  Mr.  Forster,  Mr. 
Kachlein,  Mr.  Brody,  Mr.  Marx,  yourself,  and  a 
shorthand  reporter,  Eleanor  Stokie? 

A.     That  is  right. 
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Q.  You  say  that  you  asked  Mr.  Forster  to  com- 
ment upon  the  Time  Oil  Sales  ? 

A.  I  read  a  portion  of  Mr.  Green's  recorded 
statement  to  him,  and  asked  him  to  comment  on  it. 

Q.  Did  you  also  ask  him  as  to  why  Green  paid 
in  cash,  rather  than  by  check? 

A.  I  don't  recall  that  I  asked  him  Avhy.  I  did 
discuss  it  with  him. 

Q.     Do  you  recall  what  Mr.  Forster  said?  [773] 

A.     I  believe  I  recall  more  or  less,  yes,  sir. 

Q.    Will  you  tell  the  Jury,  please? 

A.  The  testimony  of  Mr.  Green's,  which  I  read 
to  him,  indicated  that  Mr.  Forster  had  insisted  that 
the  rebates  be  paid  to  him  in  the  form  of  currency. 

Q.  Mr.  Green — let  me  stop  you — you  heard  Mr. 
Green's  testimony  under  oath,  sitting  where  you  are 
in  this  case,  didn't  you?  A.    Yes,  sir. 

Q.     He  didn't  make  any  such  claim  then,  did  he? 

A.  I  don't  recall  specifically  whether  he  did  or 
not.   He  may  have. 

Q.    All  right.   Proceed. 

A.     Mr.  Forster  said  that  Mr.  Green's  statements 

with  reference  to  this  were  inaccurate,  that  he  had 

not  indicated  one  way  or  another  in  what  form  he 

wanted  these  rebate  payments  made  to  him.    He 

said  a  number  of  other  things  about  it,  as  well. 
***** 

Q.  Well,  as  the  accountants  proceeded  with  their 
inspection  of  the  books  of  these  various  Forster 
enterprises,  more  bookkeeping  matters  came  to 
light  all  the  time,  didn't  they? 
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A.     That  is  correct,  yes. 

Q.  And  while  the  Exhibits  71  and  250  deal  with 
deposits  into  198,  deposits,  of  course,  include  cash 
as  well  as  checks ;  that  is  correct,  isn't  it  f 

A.    And  coins,  as  well,  yes,  sir. 

Q.  I  assume  coins  are  cash.  The  exhibit  238, 
covers  only  checks?  A.     That  is  correct. 

Q.  Now,  are  there  any  checks  shown  in  Exhibit 
238  [793]  that  were  not — checks  now  that  were  not 
disclosed  on  71  or  250?  A.     Yes,  there  are. 

Q.     What  are  those  checks? 

A.  Well,  I  would  have  to  refer  to  that  to  point 
out  some  of  them. 

In  fact,  I  think  I  would  have  to  go  through  it 
quite  carefully  and  compare  it  with  the  other  two, 
to  show  all  of  them,  but  I  can  show  a  number  with- 
out reference  to  the  exhibits. 

Q.    All  right. 

A.  All  of  the  ones  listed  under  1943,  1945,  and 
most  of  those  listed  under  1945  are  not  reflected  in 
the  other  two  exhibits,  and  there  are  several  in  these 
other  years,  as  well,  which  are  not. 

Q.  Can  you  give  me  the  name  of  any  others  in 
the  later  years? 

A.  I  would  have  to  study  all  three  exhibits  in 
order  to  do  so  by  account. 

Q.    Well,  we  will  reach  it  a  little  later. 

You  are  aware  of  the  fact  that  at  least  as  of 
February  19th,  the  date  that  238  came  in  evidence, 
it  was  stipulated  by  all  counsel  that  this  schedule 
238  correctly  reflected  the  existence,  the  description, 
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the  purpose,  the  amount,  and  the  date  of  the  [794] 
checks  made  payable  to  Issaquah  Creamery  which 
were  not  recorded  on  the  books  of  the  Issaquah 
Creamery,  and  deposited  to  Mr.  Forster's  x^ersonal 
savings  account  198  in  the  Washington  State  Bank 
of  Issaquah? 

A.  I  was  aware  that  such  stipulation  had  Ijeen 
made,  yes,  sir. 

Q.  And  you  had  been  told  as  early  as  1950  by 
the  accountants  and  Mr.  Kachlein,  and  it  was  a  con- 
ceded fact  that  the  monies,  checks,  cash,  coins  or 
currency,  deposited  in  198  did  not — were  not  re- 
flected in  the  income  tax  returns  of  either  Mr,  For- 
ster  or  Issaquah  Creamery;  that  is  a  fact,  isn't  if? 

A.  No,  sir;  I  have  never  been  told  that  by  any- 
one. 

Q.     Did  you  ever  inquire  whether  they  were  1 

A.    Extensively,  yes,  sir. 

Q.     From  whom? 

A.  Well,  I  could  mention  some  20  or  30  people, 
I  believe. 

Do  you  wish  me  to  enumerate  the  ones  that  come 
to  my  mind? 

Q.     Did  you  inquire  of  Mr.  Forster  ? 

A.     Yes,  I  did. 

Q.    What  did  he  say? 

A.  He  pointed  out  certain  ones  which  had  [795] 
been  given  to  him,  and  being  handed  to  him,  his 
being  told  there  was  no  place  to  record  them  in  the 
books  and  records  of  his  company.  There  were 
other  items,  I  believe,  of  deposit  in  this  account  198 
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that  he  referred  to  as  being  the  result  of  certain  ice 
cream  sales,  the  sales  tickets  and  the  cash  receipts 
of  which  were  handed  to  him  personally. 

Q.  Did  Mr.  Forster  state  to  you  at  any  time  or 
at  any  place,  that  any  item  deposited  in  198  was 
reflected  in  his  income  tax  returns? 

A.     I  don't  recall  that  he  specifically  stated  so, 


no, 


A 

Q 


sir. 

What  he  did  state  was- 
(Interposing)  Sir? 


(Continuing)    that   he   relied   upon   Mr. 

Taylor,  and  he  assumed  that  they  were  there  ? 

Mr.  Le  Sourd:    I  will  object. 

Q.     (By  Mr.  Griffin  continuing)  :    Didn't  he? 

Mr.  Le  Sourd:  Object  to  that  on  the  same 
grounds,  your  Honor;  hearsay  and  strictly  self- 
serving  in  character. 

The  Court:    Objection  overruled. 

A.     Among  other  things,  he  said  that,  yes,  sir. 

Q.  (By  Mr.  Griffin) :  By  the  way,  referring 
back  to  your  investigation  in  regard  to  the  Time 
Oil  rebates,  Exhibits  170,  171  and  172,  during  the 
course  of  this  investigation  you  were  advised  that 
Mr.  Forster  had  acquired  the  Gold  Medal  Cream- 
ery, weren't  you? 

A.     I  heard  that  he  had,  I  believe,  yes,  sir. 

Q.  And  Mr.  Brody  advised  you  and  Mr.  Marx 
that  upon  that  acquisition,  they  discovered  that 
Gold  Medal  was  receiving  cash  discounts  for  oil 
from  this  same  man.  Green,  didn't  they,  paid  in 
cash  ? 
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A.  I  don't  recall  whether  or  not  he  did.  I  al- 
ready knew  it  prior  to  that  time,  however. 

Q.  You  don't  recall  any  conversation  with  Mr. 
Brody  in  that  connection? 

A.  I  don't  recall  any  conversation,  no,  sir.  I 
may  have  had  such  a  conversation.  I  knew  that  that 
company  was  receiving  cash  rebates. 

Q.     That  was  a  corporation? 

A.  I  don't  know  what  form  of  business  enter- 
prise it  was. 

Q.  And  it  was  receiving  rebates  from  the  same 
Mr.  Green?  A.     That  is  correct. 

Q.  And  then,  before  Mr.  Forster  purchased  it, 
purchased  the  stock  in  it?  [797] 

A.     That  is  my  understanding,  yes,  sir. 

Q.  Now,  238  discloses  the  deposit  to  Account 
194 — or  198 — of  Borden  and  Company's  Casein 
Company  of  America,  referred  to  here  as  "Casein 
Sales,"  proceeds  of  sales  of  that  account,  doesn't  it? 

A.  I  don't  know  whether  it  does.  It  probably 
does,  yes,  sir. 

Mr.  Griffin:  May  I  read  from  the  exhibit,  if  the 
Court  please? 

The  Court :    You  may. 

Mr.  Griffin:  Reading  from  Item  20,  maker,  Bor- 
den Company,  Casein  Company  of  America,  Divi- 
sion New  York,  4  dated  checks,  check  numbers  on 
two  of  them,  purpose  of  the  check  or  nature  of  pay- 
ment, sale  of  Casein.  The  amounts  in  the  years 
1943,  1944,-1943,  approximately  $5,500 ;  1944,  $18,- 
900. 
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Q.  (By  Mr.  Griffin) :  You  requested  informa- 
tion and  data  in  regard  to  the  fact  of  such  sales, 
did  you  not?  A.     Yes,  I  did. 

Q.     And  it  was  supplied  to  you? 

Mr.  Griffin:    May  I  have  Exhibit  242,  please? 

Strike  the  "it  was  supplied  to  you."  [798] 

Q.  (By  Mr.  Griffin) :  Pursuant  to  that  request, 
upon  your  part,  Mr.  Forster  proceeded  to  obtain 
from  the  Borden  Company  a  statement  covering  the 
sales  of  casein,  did  he  not? 

A.     I  was  so  told. 

Q.  And  there  was  supplied  you  by  Mr.  Forster 
Exhibit  242? 

A.     I  believe  Mr.  Kachlein  gave  this  to  me. 

Q.  And  this  information  so  supplied  you  that 
you  wanted  is  the  identical  information  contained 
in  238  under  "Casein  Sales,"  is  it  not? 

Will  you  compare  them,  and  see? 

A.     No,  sir;  it  is  not. 

Q.     What  is  the  difference? 

A.     $10,742.40.    I  should  say  that  the  stipulation 

shows  a  ten  thousand  additional  item,   which  the 

letter  given  me  by  Mr.  Kachlein  does  not.  [799] 
*  *  *  *  * 

Mr.  Le  Sourd:  Well,  I  do  not  think  that  an  in- 
struction to  the  Jury  on  this  matter  will  cure  the 
defect,  if  defect  there  be,  so  that  I  will  leave  that 
matter  up  to  the  Court. 

I  wish  at  this  time  to  move  for  a  mistrial,  and 
renew  our  motion  for  severance  based  on  the  testi- 
mony of  Mr.  Eppler  this  morning  to  the  effect  that 
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Hans  Forster  said  he  relied  on  L.  Hicks  Taylor, 
and  assumed  that  these  were  reported,  referring  to 
certain  matters  that  were  previously  testified  to. 

Again,  if  the  Court  please,  we  move  to  strike  that. 
I  think  he  answered  that  before  we  had  a  chance 
to  object.  I  think  it  was  included  in  a  question, 
and  our  motion  was  denied  when  we  objected.  I 
can't  quite  remember  now,  but,  again,  your  Honor, 
let  me  point  out  that  here  was  not  an  admission  by 
a  Defendant  against  his  own  interest.  It  is  not, 
admittedly,  under  that  exception  to  the  Hearsay 
Rule. 

It  is  simply  a  statement  in  which  he  admits  noth- 
ing, but  seeks  to  place  blame  on  another  Defendant, 
and,  as  such,  it  is  improperly  in  the  case. 

This  is  the  very  thing  that  we  called  to  [818] 
your  Honor's  attention  before  the  trial  began,  which 
we  knew  was  inseparable  from  this  case,  but  your 
Honor  reserved — denied  it  at  that  time,  with  the 
right  to  renew  it  later  if  it  appeared  at  the  trial 
that  this  happened,  and  this  has  happened  and  it 
will  continue  to  happen,  and  we  feel  we  are  right  in 
moving  for  a  mistrial  on  this  ground,  and  renewing 
our  motion  for  a  separate  trial  on  this  ground. 

The  Court:  Of  course,  Mr.  LeSourd,  that  as- 
sumes you  are  protecting  the  interest  of  your  client, 
and  are  making  these  motions  in  good  faith,  and 
I  so  regard  them.  Nevertheless,  while  we  are  pre- 
sented with,  rather,  possibly  a  difficult  question  so 
far  as  rules  of  evidence  are  concerned,  it  seems  to 
me   that   we   are   still   dealing   with   a    transaction 
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which  involves  tax  returns,  involving  a  principle 
and  two,  perhaps,  Agents,  in  one  capacity  or  an- 
other, and  it  would  seem  that  the  matter  should 
properly  be  tried  as  one  issue,  and  we  do  have 
difficulty  with  rules  of  evidence,  and  I  think  that 
we  will  have  to  go  ahead  and  use  the  best  judgment 
that  I  have  in  admitting  or  ruling  out  things  that 
seem  to  be  improper,  but  I  still  don't  believe — I 
am  still  not  of  the  opinion  that  a  fair  trial  cannot 
be  had  as  to  all  defendants,  and,  therefore,  until  so 
convinced,  would  not  grant  a  motion  for  mis-trial 

or  severance  [819] 
***** 

Q.  (By  Mr.  Griffin)  :  Now,  in  your  testimony 
today,  as  I  understand  you,  you  testified  that  there 
was  some  $600,000  that  went  into  the  Daisy  Ice 
Cream  account,  or  deposits  that  were  not  accounted 
for,  upon  any  of  the  books  of  Hans  Forster,  is  that 
right  I  A.     That  is  correct,  yes,  sir. 

Q.  And  did  you  desire  in  that  statement  to  leave 
the  inference  to  the  Jury  that  Mr.  Forster  then 
received  $600,000  cash  for  which  there  was  no  ac- 
counting? 

A.  My  desire  was  to  answer  the  question,  which 
was  asked  me  to  which  I  responded. 

Q.  You  were  clearly  cognizant  of  the  inference, 
though,  weren't  you,  that  he  had  received  six  hun- 
dred thousand  dollars  of  Daisy  Ice  Cream  for  which 
there  was  no  accounting'? 

A.     I  believe  v/hat  I  said  there  was  cash  sales 
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Avhicli  were  not  reflected  in  the  books   of  Alpine 

Dairy  or  Issaquah  Creamery. 

Q.  You  meant,  did  you  not,  to  leave  the  clear 
inference  that  he  had  received  then  six  hundred 
thousand  dollars  in  cash,  Daisy  Ice  Cream,  to  him- 
self not  accounted  for? 

Mr.  Moriarty:  Objected  to  as  not  proper  [833] 
cross-examination. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Griffin  continuing)  :  Actually,  the 
disbursements  by  Daisy  Ice  Cream  Company,  its 
costs,  weren't  shown,  either,  were  they? 

A.  Portions  of  them  were,  I  believe.  The  ma- 
jority of  them  were  not,  however. 

Q.  Were  not;  you  don't  mean  to  say  now  that 
Mr.  Forster  received  and  retained  six  hundred 
thousand  dollars  in  cash  deposits,  do  you? 

A.     I  am  not  meaning  to  say  anything. 

Q.  The  deposits  to  the  account  of  the  Dais}^  Ice 
Cream  Company  about  which  you  have  testified 
were  expended  by  the  Daisy  Ice  Cream  Company 
in  its  cost  of  doing  business,  wasn't  it? 

A.     I  don't  believe  so,  no,  sir. 

Portions  were.    Portions  were  not. 

Q.  Of  this  six  hundred  thousand  dollars  that 
you  have  referred  to,  have  you  made  any  computa- 
tion as  to  what  the  profit  of  the  Daisy  Ice  Cream 
Company  was  from  the  day  it  started  until  it  ceased 
as  the  Daisy  Ice  Cream  Company? 

A.     No,  I  have  not. 

Q.    What  was  done,  as  you  found  in  your  inves- 
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tigation  [834]  of  the  monies  or  deposits  that  went 
into  the  account  of  the  Daisy  Ice  Cream  Company 
at  Peoples  Bank,  which  is — the  ledger  of  which  is 
Exhibit  91 '^ 

What  was  done  with  those  deposits'? 

A.  As  near  as  I  know,  they  were  withdrawn  as 
reflected  in  this  exhibit. 

Portions  of  these  withdrawals  I  was  able  to  trace 
to  Mr.  Forster 's  personal  savings  account,  some 
twenty-four  thousand. 

Another  portion  I  was  able  to  trace  to  the  suc- 
ceeding bank  account  under  the  name  of  Alpine  Ice 
Cream  Company.  The  balance  of  the  withdrawals, 
there  was  nothing  possible  to  do  with  reference  to 
the  identification  of  them,  because  the  checks,  or  at 
least,  I  was  advised  the  checks,  had  been  destroyed 
and  no  longer  existed.  There  were  no  records  show- 
ing what  these  expenditures  were,  so  far  as  I  know 
with  the  exception  of  purchases  from  Issaquah 
Creamery  Company  of  mix. 

Q.  Do  you  know  that  the  accountants  for  Mr. 
Forster  made  an  examination  of  the  books  and  rec- 
ords of  Daisy  Ice  Cream  Company  to  determine 
either  the  profit  or  loss  as  part  of  the  Forster  oper- 
ations? [835] 
*  *  »  *  » 

Q.  (By  Mr.  Griffin)  :  Exhibit  155  has  a  note  on 
it,  "Consists  of  51  rent  receipts  and  12  cancelled 
checks  divided  between  years  1945  and  1949  by 
clips". 

Do  you  recognize  these  as  the  rent  receipts  and 
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some  12  cheeks,  it  says  "being  for  farm  rental"; 

do  you?  [840] 

A.     I  recognize  tliese,  yes,  sir. 

Q.     And  from  whom  did  you  receive  those? 

A.     I  never  received  them. 

Q.     Did  Mr.  Marx  receive  them? 

A.  No,  sir;  he  did  not.  They  were  shown  to  us 
and  we  examined  them. 

Q.  Well,  at  least,  have  you  any  recollection  that 
these  checks  shown  in  exhibit  155  and  the  proceeds 
of  the  receipts  in  exhibit  155  were  received  by  Mr. 
Forster  and  deposited  in  Account  198? 

A.  Some  of  the  checks  were  deposited  in  198. 
There  is  no  way  of  knowing  whether  or  not  the 
currency  received  was  deposited  anywhere. 

Q.  And  that  rental  was  not  returned  on  the 
income  tax  statements  of  Mr.  Forster  as  prepared 
by  Mr.  Taylor,  were  they? 

A.     No,  they  were  not. 

Q.  Exhibits  188  and  189  are  checks  for  plastic 
cream.  Those  checks  are  shown  on  Exhibit  238,  are 
they  not? 

A.     They  may  be.  I  don't  know. 

Q.     The  same  would  be  Milk  Pool,  190? 

A.  I  believe  so.  I  can  look  at  the  exhibit  and 
tell  you. 

Mr.  Griffin:     May  I  see  150  and  142,  please? 

Q.  (By  Mr.  Griffin) :  I  think  you  testified  that 
Exhibit  152  are  checks  of  Apex  Farms  payable  to 
Issaquah  Creamery  and  that  some  are  in  the  pay- 
ment of  calendars? 
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A.  I  Avas  told  that  that  was  what  they  were 
for,  yes,  sir. 

Q.     And  are  those  checks  shown  on  Exhibit  238? 

A.     I  don't  know. 

Q.  As  going  into  the  bank  account  of  Mr. 
Forster  ? 

A.  If  I  may  examine  Exhibit  238,  I  can  answer 
you  on  that. 

Q.  Very  shortly;  in  Exhibit  150,  checks  of  Fin- 
stad  and  Utgard  to  Issaquah  Creamery,  those  were 
for  purchases,  were  they  not,  of  Issaquah  Creamery, 
Glucose,  and  such  things'? 

A.     That  is  my  understanding,  yes,  sir. 

Q.     They  are  shown  on  Exhibit  238,  are  they  not? 

A.  I  don't  know.  If  you  wish  to  give  me  the 
exhibit,  I  can  refer  to  it,  and  tell  you. 

Q.  Excuse  me.  Perhaps  we  can  do  that  during 
the  recess  and  save  a  bit  of  time. 

Now,  in  these 

Mr.  Grif&n:    Let  me  see  Exhibit  65,  please. 

(Whereupon,    exhibit    was    handed    to    Mr. 
Griffin.)    [842] 

Q.  (Continuing)  :  The  check,  did  you  make  an 
investigation  of  this  check  shown  in  Exhibit  65? 

A.     I  made  certain  inquiries  about  it,  yes,  sir. 

Q.     From  whom? 

A.  I  believe  I  talked  with  Mrs.  Wilcox  at  Alpine 
Dairy  about  it.  I  am  inclined  to  believe  I  talked 
with  Mr.  Erickson  about  it  and  I  discussed  it  with 
the  accoimting  firm,  as  well. 

Q.     Exhibit  65  is  a  check  drawn  on  the  Alpine 
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Dairy  by  Hans  Forster,  and  I  think  you  testified 
that  Mr.  Forster  used  the  Alpine  Dairy  as  a  per- 
sonal checking  account,  one  of  the  two,  Issaquah 
Creamery,  Alpine  Dairy;  correct"? 

A.  I  believe  I  found  that  he  used  those  accounts, 
ves,  sir. 

Q.  It  is  a  check  to  the  Community  Fund  of  Se- 
attle, for  $2.  What  was  the — it  is  a  photostat  of  the 
check.  You  made  several  inquiries  about  that  check. 
What  was  your  interest  in  that  check,  particular 
cheek  of  two  dollars? 

A.  I  wanted  to  learn  how  it  had  ended  up  in 
Mr.  Forster's  personal  account,  rather  than  having 
gone  to  the  Community  Chest.  It  was  deducted  on 
the  books  as  an  expense  of  the  company. 

Q.     What  did  you  find  out  the  check  was  for? 

A.  I  believe  Mr.  Brody  told  me  the  other  day 
that  it  had  originally  been  issued  to  pay  for  a  lunch 
that  Mr.  Forster  planned  to  attend,  but  later  found 
that  he  was  unable  to  attend. 

Q.  In  that  investigation,  however,  of  the  Com- 
munity Check  two-dollar  check,  dated  October  6, 
1948,  did  your  investigation  go  far  enough  to  find 
out  Mr.  Forster  contributed  one  thousand  dollars 
to  the  Community  Chest  that  year? 

A.     No,  it  did  not. 

Q.     You  made  no  inquiry  in  that  regard? 

A.     I  don't  recall  that  I  did,  no,  sir.   [844] 
*  *  *  ♦  » 
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a  witness  called  for  and  on  behalf  of  the  Plaintiff, 
and  having  been  previously  duly  sworn,  testified  as 
follows : 

Cross  Examination — (Continued) 

Q.  (By  Mr.  Griffin)  :  Now,  as  of  Friday,  we 
were  examining  primarily,  if  you  recall,  Exhibit 
238,  and  the  checks  deposited  to  account  198 ;  is  that 
correct  ? 

A.     That  is  my  recollection,  yes,  sir. 

Q.  And  these  were,  as  shown  by  the  Exhibit, 
specific  checks  made  payable  to  Issaquah  Creamery 
and  not  recorded  on  the  Issaquah  Creamery  books; 
that  is  correct,  isn't  it? 

A.  Well,  some  of  the  checks  fell  into  that  cate- 
gory, yes,  sir. 

Q.  And  deposited  to  Account  198.  Now,  today, 
I  want  to  take  these  other  exhibits,  and  I  think 
that  you  said  that  you  were  familiar  with,  and  at 
the  request  of  Mr.  Erickson  he  supplied  you  with, 
A-11  for  identification,  a  list  of  the  personal  items; 
is  that  correct? 

A.     No,  sir;  he  didn't  supply  that  to  me. 

Q.     What  is  A-11  for  identification?  [874] 

A.  I  don't  recall.  I  can  glance  at  it  and  tell  you. 
This  is  a  list  of  personal  expenditures  of  Mr.  For- 
ster which  was  charged  as  business  expense,  either 
to  Alpine  Dairy  or  to  Issaquah  Creamery. 

Q.     Who  made  up  the  list? 

A.  I  believe  the  original  was  made  up  by  Mr. 
Erickson,  who  said  that  it  was. 
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Q.  Who  made  the  list  A-11  that  I  hold  in  raj 
hand? 

A.  I  made  a  portion  of  it,  and  Mr.  Marx  made 
a  portion  of  it,  and  I  don't  know  who  completed  it. 
Someone  else  worked  on  it. 

Q.  But,  that  was  made  from  the  list  supplied 
by  Mr.  Ericksoni 

A.     Yes,  I  believe  it  was. 

Q.  And  you  went  over  that  list  in  some  detail  in 
your  direct  testimony,  you  recall? 

A.    Yes,  sir. 

Mr.  Griffin:    Do  you  have  152,  Mr.  Bell? 

The  Clerk:     I  Avill  check  and  see. 

Q.  (By  Mr.  Griffin)  :  Now,  of  these  personal 
items,  there  is  Exhibit  152,  a  check  to  Hopper- 
Kelly,  for  a  television  set;  is  that  correct? 

A.     Yes,  sir.  [875] 

Q.  And  that  was  entered  on  the  books  by  Mr. 
Erickson  as  a  charge  against  Issaquah  Creamery; 
is  that  correct? 

A.     That  is  my  recollection,  yes,  sir. 

Q.  And  I  think  you  testified  that  with  reference 
to  that  item  that  Mr.  Erickson  told  you  he  made 
some  inquiry  about  it  and 

Mr.  Griffin:     Strike  that. 

Q.  (By  Mr.  Griffin  continuing) :  You  inquired 
of  Mr.  Forster,  I  believe,  and  he  had  said  jokingly 
that  that  should  be  charged  to  the  Creamery  be- 
cause so  many  of  the  employees  came  over  and 
viewed  the — whatever  you  view  in  a  television  set, 
is  that  correct? 
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A.     That  is  my  recollection,  yes,  sir. 

Q.  Another  item  is  156,  an  invoice,  Lake  Wash- 
ington Yacht  Basin;  is  that  correct *? 

A.     Yes,  sir. 

Q.  And  that  was  charged  by  Mr.  Erickson  out 
on  the  books — -. — 

A.  (Interposing)  If  I  may  see  the  exhibit  on 
which  the  original  entry  is  listed,  I  believe  it  is 

A-11,  I  can 

(Whereupon,  Exhibit  was  handed  to  the  wit- 
ness by  Mr.  Griffin.)  [876] 

A.  (Continuing)  It  is  not  contained  on  this  list, 
but  I  can  look  at  the  check  register  for  1949  and 
I  can  trace  it  through  and  answer  your  question, 
hov/ever, 

Q.  Well,  irrespective  of  how  it  was  charged,  it 
was  charged  as  an  expense  of  Issaquah  Creamery 
and  not  Mr.  Forster,  wasn't  it? 

A.  I  am  not  certain.  I  can  look  at  the  books 
and  tell  you. 

Q.     Do  you  want  the  check  register,  did  you  say? 

A.  I  believe  I  can  find  it  in  the  check  register, 
yes,  sir. 

Q.  Handing  you  Exhibit  217 — 213 — you  want 
the  date  of  that  more  than  likely,  June  6th,  1949, 
is  the  invoice? 

A.     Excuse  me,  what  is  the  amount  shown? 

Q.     Nine-ninety. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (Continuing)  It  might  not  be  payable  until 
July. 
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A.  I  was  looking  in  the  June  accounts  payal^le. 
It  doesn't  appear  there. 

Q.  You  wouldn't  be  likely  to  find  it  in  June, 
would  you"?  [877] 

A.  It  is  possible.  I  find  it  listed  under  the  date 
of  June  22nd,  not  in  Issaquah  Creamery,  but  Alpine 
Dairy  books,  charged  to  Account  9,  which  I  believe 
Mr.  Erickson  referred  to  as  Plant  Expense. 

Q.  All  right.  Now,  what  book  are  you  are  look- 
ing at  there  in  that  exhibit  213? 

A.  This  is  the  combined  check  register  and  jour- 
nal for  Alpine  Dairy  and  Issaquah  Creamery  for 
the  year  1949. 

Q.  Keep  your  finger  where  you  found  it,  please. 
And  i^lainly  entered  is  Lake  Washington  Builder, 
is  that? 

A.  It  is  not  very  clear.  I  believe  it  is  intended 
to  be  Lake  Washington  Basin,  Inc. 

Q.    $990.00?  A.     That  is  correct. 

Q.  And  Account  9,  as  you  learned  from  Mr. 
Erickson,  is  where  the  items,  as  far  as  Alpine  is 
concerned,  is  where  the  items  that  Mr.  Forster  pur- 
chased with  Alpine  checks,  his  own  account,  were 
generally  charged,  is  that  true? 

A.  Some  of  them  were  charged  to  that  account, 
yes,  sir. 

Q.     Most  of  them  were,  were  they  not? 

A.  A  great  many  were.  Others  were  charged  to 
other  accounts  as  well.   [878] 

Q.  Now,  Exhibit  159,  three  checks  to  Merrill, 
Lynch,  did  you  ask  Mr.  Erickson  why  those  checks 
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were  charged,  or,  rather,  not  charged  to  Mr.  For- 
ster personally? 

A.     I  believe  I  did,  yes,  sir. 

Q.  And  did  Mr.  Erickson  advise  you  that  he 
thought  that  it  was  a  proper  charge  at  the  time,  that 
he  didn't  even  know  that  Merrill  Lynch  were 
brokers  ? 

A.  I  don't  recall  that  he  said  that  he  thought 
it  was  a  proper  charge.  He  did  say  he  didn't  at 
first  know  that  Merrill,  Lynch,  Pierce,  Fenner  and 
Beane  were  stock  brokers. 

Q.     And 

A.  (Interposing)  :  I  believe  with  reference  to 
these  same  checks,  he  said  that  the  bank  called  him 
up  and  told  him  to  issue  the  checks  for  stock  pur- 
chase, and  that  was  the  way  that  he  learned  that 
they  were  stock  brokers. 

Q.  That  is,  it  wasn't  until — what  he  told  you 
— after — after  some  time  on  this  Merrill,  Lynch 
account,  Merrill,  Lynch  called  up  for  additional 
funds  and  he  went  to  the  bank  and  got  a  draft,  and 
that  is  when  he  learned  that  they  were  stock 
brokers  ? 

A.  My  recollection  is  that  he  said  the  bank  called 
him  and  said  that  Merrill,  Lynch  required  [879] 
additional  payments.  I  don't  recall  that  he  ever  told 
me  that  Merrill,  Lynch  had  called  him. 

Q.  In  the  interrogation  of  Mr.  Erickson  on  Oc- 
tober 24,  1950,  to  which  you  have  testified,  did  you, 
in  the  presence  of  Mr.  Marx,  and  with  Mrs.  Stokie 
the  conference  reporter  present,  ask  this  question: 
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Do  you  have  those  before  you? 

A.    Yes,  I  have. 

Q.  Beginning  with  Question  202,  you  were  in- 
quiring, were  you  not,  about  the  Merrill,  Lynch 
account  ? 

A.  I  believe  the  question  202  refers  to  Wash- 
ington State  Bank  and  Merrill,  Lynch. 

Q.  All  right.  Now,  in  view  of  your  answer,  I 
will  ask  you  if  this  is — if  you  did  not  ask  this 
question : 

"There  are  a  niunber  of  checks  paid  to  Washing- 
ton State  Bank  and  to  Merrill,  Lynch,  Pierce, 
Fenner,  and  Beane,  apparently  for  the  purchase 
of  stock.  Could  you  explain  how  these  were  changed 
to  business  expense  *  *  *" 

A.     I  believe  it  is  "charged  to  business  expense". 

Q.  Continuing  "*  *  *  charged  to  business  ex- 
pense *  *  *"  [880] 

A.    Yes,  I  did. 

Q.  "The  same  thing  applied,  that  there  was  no 
other  place  to  put  them,"  is  that  the  answer*? 

A.     I  believe  that  is  the  answer  made,  yes,  sir. 

Q.     Did  you  ask  this  question : 

"You  were  aware  that  Merrill,  Lynch,  Pierce, 
Penner,  and  Beane  were  stock  brokers,  weren^t 
youf 

Did  you  ask  that  question? 

A.    Yes,  I  did. 

Q.     And  the  answer: 

"Not  for  some  time." 

A.     That  is  the  answer  he  made,  yes,  sir. 
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Q.     And  the  question: 

"What  kind  of  expense  did  you  think  this  was, 
and  who  did  you  think  they  were'?" 

Did  you  ask  that  question*? 

A.     I  think  I  did. 

Q.     And  he  answered: 

"I  wouldn't  know  offliand.'"? 

A.     Yes,  he  did. 

Q.  "How  did  you  find  out  they  were  stock 
brokers  f  that  was  asked  by  you^  [881] 

A.    Yes. 

Q.     And  this  answer: 

"I  think  at  the  time  they  called  to  get  some  ad- 
ditional money,  I  went  to  the  bank  and  got  a  draft 
for  it."^ 

A.     That  is  the  reply  he  made. 

Q.  So  that  it  was  Merrill,  Lynch  that  called, 
and  not  the  bank? 

A.  My  recollection  was  that  he  said  the  bank 
called. 

Q.     He  also  told  you,  did  he  not 

Mr.  G-riffin:     Strike  that. 

Q.  (By  Mr.  Griffin  continuing)  :  You  also  in- 
quired from  him  why  he  continued  to  make  the 
charge  as  a  business  charge  after  he  found  they 
were  stock  brokers? 

A.     I  believe  I  did,  yes,  sir. 

Q.  And  he  told  you  that  he  did  not  know  that 
the  Issaquah  Creamery  was  not  purchasing  stock 
from  them,  didn't  he? 

A.     I  believe  he  made  such  a  reply,  yes. 
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Q.  Now,  his  general  position  mth  you  was  at 
all  times  that  there  simply  wasn't  any  place  in  the 
Issaquah  Creamery  books,  as  set  up,  to  make  a 
charge  against  either  Forster's  personal  salary  or 
drawing  [882]  account,  didn't  he? 

A.     That  is  more  or  less  what  he  said,  yes,  sir. 

Q.  Now,  I  hand  you  Exhibit  160,  wiiich  is  the 
check  to  Ryan  Cadillac  Company,  and  what  was 
that  check  charged  to  on  the  books  of  the  cor- 
poration ? 

A.  My  recollection  is  it  was  charged  to  truck 
expense. 

Q.  Did  you  ask  Mr.  Erickson  for  an  explana- 
tion of  that  charge?  A.    Yes,  I  did. 

Q.     And  what  did  he  tell  you  about  it? 

A.  My  recollection  of  his  explanation  as  to  why 
this  was  charged  to  truck  expense  was  that  that 
was  where  he  thought  it  should  be  charged  at  that 
time,  that  after  thinking  about  it,  that  were  he 
making  another  entry,  he  would  charge  it  to  Equip- 
ment. 

Q.  And  he  insisted,  did  he  not,  that  it  should 
be  in  either  one  place  or  the  other,  and  he  thought 
on  re-thinking  about  it,  it  should  have  gone  under 
Equipment  and  not  Trucks? 

A.  I  don't  recall  that  he  insisted,  but  he  did 
say  that  were  he  making  a  charge  at  the  time  I  was 
talking  to  him  about  it,  he  would  charge  it  to 
Equipment,  rather  than  Truck  Expense. 

Q.    And  didn't  he  say  it  was  just  a  mistake  in 
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[883]    the    first    instance    to    have    charged    it    to 

Trucks  rather  than  Equipment? 

A.  He  may  have  said  something  like  that.  I 
don't  recall  specifically. 

Q.  And  then  did  you  interrogate  him  as  to  why 
he  should  charge  a  Cadillac  automobile  to  the 
Issaquah  Creamery  at  all? 

A.     I  believe  I  did,  yes,  sir. 

Q.     What  did  he  say? 

A.  I  don't  recall  that  he  made  any  specific  ex- 
planation on  the  Cadillac  itself.  He  may  have,  but 
he  referred  generally  to  all  these  personal  expenses 
simply  saying  he  didn't  have  any  other  place  in 
the  books  to  charge  them. 

Q.  Didn't  he  say  to  you  that  the  Alpine  Dairy 
was  all  Hans,  rather  using  the  term  Hans  instead 
of  Forster;  that  the  Alpine  Dairy  was  all  Hans' 
business;  did  he  say  that  to  you? 

A.     Yes,  he  did. 

Q.  That  the  Issaquah  Creamery  was  all  Hans' 
business;  did  he  say  that  to  you? 

A.  I  recall  he  said  that  the  corporation  be- 
longed to  Mr.  Forster,  yes,  sir. 

Q.  And  that  he  made  no  distinction  in  bookkeep- 
ing between  the  two?  [884] 

A.     At  times  he  did  say  that,  yes. 

Q.  Now,  let's  go  to  the  Cadillac  specifically. 
Question  330.  That  is  right  after  he  said  it  should 
be  in  Equipment.  329. 

Question  330: 
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"Did  you  think  this  was  equipment  for  the  Dairy 
or  for  the  Corporation?" 

By  the  "Dairy",  you  are  referring  to  Alpine,  is 
that  correct? 

A.     I  believe  I  was,  yes,  sir. 

Q.  And  the  corporation,  you  were  referring  to 
Issaquah. 

"Was  it  proposed  in  any  way  that  Mrs.  Forster's 
private  automobile  be  used  in  connection  with  the 
business?" 

Was  that  question  asked? 

A.     Yes,  it  was. 

Q.     And  did  not  Mr.  Erickson  say  in  answer: 

"It  was  Hans'  business  and  if  he  wanted  a 
car  *  *  -=^" 

Is  that  his  answer? 

A.     That  is  correct. 

Q.     Then  your  question  331: 

"He  already  had  a  Cadillac  automobile  himself, 
didn't  he,  prior  to  the  purchase  of  [885]  this  one? 
You  knew  about  that,  didn't  you?  You  clearly  un- 
derstood that  this  automobile  wasn't  going  to  be 
used  in  the  business,  didn't  you?" 

A.     I  asked  such  a  question,  yes,  sir. 

Q.     And  he  answered: 

"Yes"? 

A.     He  answered  that. 

Q.  "And  then  what  was  your  purpose  in  charg- 
ing it  into  business  expense  or  into  business  equip- 
ment ?" 

Did  you  ask  that  question? 


288  Hans  Forster  vs. 

(Testimony  of  Ira  Eppler.) 

A.    Yes,  sir. 

Q.     And  lie  again  answered: 

"It  was  Hans'  business." 

Did  he  answer  that? 

A.  That  is  the  answer  he  made  at  that  time,  yes, 
sir. 

Q.  I\Tow,  these  checks.  Exhibit  161  to  Ed's  Ken- 
nels, for  dog  training,  were  charged  as  a  company 
expense  ? 

A.     That  is  my  recollection,  yes,  sir. 

Q.  Do  you  know  whether  or  not  the  dogs  were 
ever  used  on  company  business? 

A.  I  believe  I  inquired  about  it,  and  was  told 
[886]  they  were  not. 

Q.     Who  did  you  inquire  from? 

A.     I  think  I  asked  Mr.  Erickson. 

Q.  Do  you  know  whether  or  not  they  were  used 
in  hunting,  and  entertaining  of  customers? 

A.     I  have  no  knowledge  of  it,  no,  sir. 

Q.  Now,  on  the  books  of  the  Issaquah  Creamery 
Company,  these  journals  that  were  set  up  in  the 
Issaquah  office  under  Erickson  in  charge  with  the 
other  bookkeepers  there,  was  there  any  page,  or 
any  column,  in  that  set-up  to  make  a  charge  against 
Mr.  Forster  personally?  A.     Yes. 

Q.  And  what  was  the  column  in  the  books,  and 
vvill  you  tell  me  what 

A.  (Interposing) :  I  believe  they  could  have 
properly  gone  in  the  miscellaneous  column.  That  is 
the  way  he  was  using  his  check  register. 

He   put   all   the   others   that   didn't   fall   within 
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Sundries,  Accounts  Receivable,  Accounts  Payable, 

and  Cash  and  Payroll,  and  Issaquah  for  Alpine  and 

Alpine  for  Issaquah,  whatever  the  case  may  be,  he 

put    all    the    other    charges    in    the    Miscellaneous 

Column. 

Q.     Let  me  see  if  I  understand  you. 

Did  you  say  you  think  it  was  correct  to  [887] 
put  these  charges  in  the  Miscellaneous  column? 

A.  I  am  merely  saying  that  that  is  where  he 
put  them. 

Q.     That  was  not  my  question,  sir. 

I  asked  these  charges,  some  of  them  at  least, 
should  have  been  made  against  Hans  Forster  per- 
sonally, shouldn't  they,  whether  a  drawing  account, 
salary  account,  or  w^hatever  you  may  call  it? 

A.     That  is  my  belief,  yes,  sir. 

Q.     Now,  my  question  is : 

"Where,  on  the  books  in  the  Issaquah  Creamery 
Compan}^,  was  there  any  accoimt,  any  page,  or  any 
column  to  charge  those  items  against  Hans  per- 
sonally?" 

A.  The  miscellaneous  column  could  have  been 
used  for  that  purpose. 

Q.  I  didn't  ask  you  that,  and  T  ask  that  the 
question  be  read,  if  the  Court  please. 

The  Court:  Which  question  are  you  referring 
to? 

Mr.  Griffin :  The  last  one.  I  didn't  ask  what  could 
have  been  done. 

The  Court:     Mr.  Reporter,  read  the  question. 
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The  Witness:  I  am  sorry.  I  misunderstood  your 
question,  then.  [888] 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  the  following  was  read  by  the 
Reporter : 

"Question:  Now,  my  question  is:  ^Where,  on  the 
books  in  the  Issaquah  Creamery  Company,  was 
there  any  account,  any  page,  or  any  column  to 
charge  those  items  against  Hans  personally  f  ") 

A.  I  think  I  would  have  to  let  my  answer  stand 
from  my  understanding  of  your  question. 

Q.  (By  Mr.  Grif&n) :  Well,  to  have  charged 
them  in  the  Miscellaneous  Account  is  exactly  what 
he  did,  isn't  iti 

A.  I  didn't  say  charge  them  to  miscellaneous 
account,  but  in  the  miscellaneous  column. 

Q.  Well,  in  the  miscellaneous  colmnn,  that  is 
precisely  what  he  did,  isn't  if? 

A.     He  listed  them  in  that  column,  yes,  sir. 

Q.  That  didn't  constitute  a  charge  against  For- 
ster personally,  did  iti 

A.  No.  He  designated  the  charges  by  numbers 
in  front  of  the  dollar  items.  I  believe  there  is  in 
evidence  a  chart  of  accounts  which  shows  the  num- 
erous accounts  and  numbers  which  he  used. 

Q.  I  will  come  to  that  chart.  I  am  talking  [889] 
about  the  books  now  that  he  used. 

A.  As  I  said  before,  my  understanding  is  that 
that  chart  of  accounts  is  a  part  of  the  books.  You 
can't  understand  the  books,  without  having  refer- 
ence to  it,  at  any  rate,  since  the  numbers  listed  in 
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,liis  miscellaneous  colmnn  refer  to  those  accounts, 
and  they  don't  appear  in  this  particular  journal. 

Q.     I  hand  you  258,  and  you  say  that  this  is  a 
part  of  the  books,  do  you? 
A.     That  is  my 

Q.  (Interposing)  And,  speaking  of  books,  sir, 
I  am  speaking  of  documents  like  this,  and  this,  and 
this,  and  this;  that  is  part  of  the  books,  is  it? 

A.     That  is  my  understanding,  yes,  sir. 

Q.  Well,  where  on  the  l)ooks  of  Issaquah  Cream- 
ery, sir,  ^Yas  there  any  item  that  said  "Forster"? 

A.  There  is  nothing  on  the  books  which  says 
that. 

Q.  But  item  107  on  this  card  that  you  have  just 
'  referred  to,  Exhil^it  258,  says  Hans  Forster,  doesn't 
it? 

A.  That  is  a  part  of  the  Alpine  chart,  rather 
than  the  Issaquah  chart. 

At  least,  that  is  the  way  it  is  headed  at  the  top. 

Q.  Issaquah  Creamery  Company,  Incorporated, 
Schedule  of  Accounts,  and  Issaquah  and  Alpine. 

Now,  my  cjuestion  then  goes  back.  Exhibit  107  is 
Hans  Forster  in  Alpine  and  there  isn't  any  Hans 
Forster  account  at  all  on  the  left-hand  side  of  this 
colmnn  from  items  1  to  40,  numbers  1  to  40,  and 
filled  out  1  to  37  for  Hans  Forster,  is  there? 

A.     No,  there  is  not. 

Q.  There  is  no  place,  then,  if  this  is  part  of  the 
bookkeeping  system,  as  they  were  kept,  with  which 
to  make  a  personal  charge  directly  to  Hans  For- 
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ster,  is  there,  unless  you  throw  it  into  some  account 

other  than  Hans  Forster,  Personal? 

A.     I  don't  believe  I  can  answer  that  question 
with  a  "yes"  or  "no";  I  can  elaborate,  if  you  wish. 

Q.     Well,    you   have    referred   to   this    258    and 
under  "Issaquah",  the  first  item  is  "Milk",  isn't  it? 

A.     It  may  be.  I  can  look  at  it,  and  tell  you. 

Q.  Will  you  look  at  it  and  tell  me  that  item  No. 
1  is  Milk?  A.     Yes,  No.  1  is  milk. 

Q.     And  item  No.  2  is  Cream? 

A.     That  is  correct. 

Q.  And  item  No. — supposing  you  read  them  and 
tell  the  Jury.  [891] 

A.  For  Issaquah,  one  is  Milk,  two  is  Cream, 
three  Butter,  four  Skim,  five  Cheese,  six  Condensed, 
seven  Mix,  eight  Miscellaneous,  nine  Supplies,  ten, 
Holly,  eleven  Beer,  twelve  Wine,  thirteen  Hops, 
fourteen  Wages  for  Plant,  fifteen  for  Truck,  sixteen 
Y/ages  for  Office,  seventeen  Wages  for  Garage, 
eighteen  Rent,  nineteen  Power  and  Light  and  Fuel, 
twenty  Truck  Expense,  twenty-one  office  expense, 
twenty  -  two  Repairs,  twenty  -  three  Advertising, 
twenty-four  Insurance  and  Industrial  Insurance, 
twenty-five  Life  Insurance,  twenty-six  Interest, 
twenty-seven  Legal  and  Auditing,  tv/enty-eight  Bad 
Checks,  twenty-nine  Discount  and  illlov/ances, 
thirty  Old  Age  Tax,  thirty-one  Unemployment  Tax, 
thirty-two  Excise  Tax,  thirty-three  Other  Taxes, 
thirty-four  Bad  Debts,  thirty-five  General  Expense, 
thirty-six  has  been  written  in  manually  for  Dues, 
thirty-seven  likewise  written  in  manually  for  Travel 
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Expense,  thirty-eight  blank,  thirty-nine  blank,  forty 

blank. 

Do  you  wish  me  to  read  the  others? 

Q.     No,  I  don't  care  about  the  Alpine. 

Where  now  on  this  Exhibit  258  that  you  say  is 
part  of  the  books  from  items  one  to  thirty-seven, 
inclusive,  is  there — was  there  any  place  on  the 
books  themselves  to  charge  the  personal  account  of 
Hans  [892]  Forster? 

A.  Well,  it  could  have  been  charged  to  his  sal- 
ary, if  you  want  to  limit  it  to  just  those  accounts. 

Q.  Did  you  read  any  salary  account  from  items 
one  to  thirty-seven? 

A.  My  recollection  is  that  I  did,  niunber  four- 
teen is  Wages,  Plant,  number  fifteen  is  Wages, 
Truck,  nmnber  sixteen,  Wages,  Office,  number  sev- 
enteen Wages,  Garage. 

Q.     All  right. 

A.  I  assume  that  you  could  consider  Wages 
salary  if  you  wanted  to. 

Q.  You  make  no  distinction  between  wages  and 
salary,  is  that  right? 

A.  Oftentimes,  bookkeeping  systems  don't. 

Q.  But  now,  in  fairness,  relative  to  all  the  books 
they  had  up  there,  there  wasn't  either  a  separate 
book  or  a  separate  account  for  Hans  Forster  per- 
sonally, was  there  ?       A.  Not  in  Issaquah  Creamery. 

Q.  Not  in  Issaquah,  and  there  wasn't  one  in 
Alpine  that  had  been  used  for  years,  was  there? 

A.  Well,  there  was  one  which  had  been  used.  I 
don't  know  what  you  mean  by  "for  years". 
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Q.  For  any  years  it  had  not  been  used;  it  was 
[893]  used  when  first  started  for  about  two  years 
when  Alpine  just  started,  and  then  the  bookkeeping 
department  just  simply  ceased  using  it,  didn't  they, 
as  you  examined  the  books? 

A.  The  last  time  that  it  was  used  that  I  can 
recall  offhand,  was  in  1943. 

Q.     Yes. 

A.     For  the  purchase  of  the  farm. 

Q.  Now,  let's  take  this  group  of  checks.  Plain- 
tiff's Exhibit  162,  which  are  all  to  the  Mass. — 
162,  163,  164,  165,  168,  169 

Mr.  Griffin:    196  and  197. 

(Whereupon,    exhibits  were   handed   to   Mr. 
Griffin.) 

Mr.  Griffin:     197. 

The  Clerk:     96  in  there,  Mr.  Griffin. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  Griffin  continuing)  :  162  to  169,  in- 
clusive, 199, 

Mr.  Giiffin:    Don't  mind  196. 

Q.  (By  Mr.  Griffin  continuing) :  All  checks  for 
life  insurance  premiums  but  both  Alpine  Dairy 
checks  in  some  instances  and  Issaquah  Creamery 
in  others. 

Now,  I  have  196,  which  are  all  Issaquah  [894] 
creamery  checks  to  West  Coast  Life. 

Those  were  all  premiums  upon  life  insurance  foi* 
Mr.  Forster,  weren't  they? 

A.     That  is  my  understanding,  yes,  sir. 

Q.     And    to    what    account   were    they    charged. 
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insofar  as  those  drawn  by  Issaquah  Creamery  were 

concerned  ? 

A.  I  believe  they  were  charged  to  Insurance  Ex- 
pense. 

Q.  And  where,  on  the  books  of  the  Issaquah 
Creamery  Company,  was  there  any  lolace  provided 
in  the  books  themselves,  the  journals,  to  charge 
those  life  insurance  premiums  to  Hans  Forster  per- 
sonally ? 

A.     No  provision  had  been  made,  I  believe. 

However,  as  to  a  place  to  do  it,  these  blank  lines 
had  been  filled  in  with  some  accounts.  I  believe 
that  one  of  those  lines  could  have  been  filled  in 
with  a  Hans  Forster  account  also. 

Q.  Yes,  you  are  speaking  of  lines  upon  this  Ex- 
hibit 258?  A.     Yes,  I  am. 

Q.     That  isn't  where  the  records  are  made,  is  it? 

The  records  are  in  these  books  in  evidence,  and 
that  is  what  I  am  talking  about.  [895] 

A.     I  think  that  is  a  part  of  the  records. 

Q.  Well,  they  might  have  been  charged  to  Pop, 
using  that  as  Hans  Forster,  item  13? 

A.  No,  the  blank  lines  is  what  I  referred  to 
which  have  not  been  filled  in. 

Q.  But  nobody  filled  them  in  in  the  bookkeeping 
department,  did  they? 

A.     This  doesn't  indicate  that  they  did,  no,  sir. 

Q.  Two  items  were  filled  in  in  Exhibit  258,  the 
item  36  Dues,  and  37  Travel  Expense,  is  that  right  ? 

A.     That  is  correct,  yes,  sir. 

Q.     Do  you  recognize  the  handwriting? 
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A.  It  might  have  been  Mr.  Erickson's,  but  I 
would  need  to  compare  it  with  samples  to  come  to 
any  conclusion. 

Q.  As  a  matter  of  fact,  it  wouldn't  have  been — 
or,  rather,  would  have  been  a  very  simple  matter 
to  have  had  an  item  38  or  39  or  40,  or  any  number 
that  you  want  to  take,  for  a  personal  account  for 
Hans  Forster  on  the  books  of  the  Issaquah  Cream- 
ery Company,  wouldn't  it? 

A.  That  would  have  been  a  simple  matter,  yes, 
sir. 

Q.  And  by  putting  on  the  books,  whether  it  was 
[896]  on  this  chart  or  not,  it  would  have  been  a 
very  simple  matter — it  would  have  been  a  very 
simple  matter  to  either  use  a  page  in  a  journal  or 
an  entire  journal  for  Hans  Forster 's  personal  af- 
fairs, wouldn't  it? 

A.  It  would  have  been  handled  any  way  the 
bookkeeper  wished  to  do  it. 

Q.     It  still  was  a  very  simple  transaction? 

A.     That  is  correct. 

Q.  Mr.  Forster  told  you  that  he  thought,  and 
always  had,  that  these  matters  were  charged  to  his 
personal  account,  didn't  he? 

A.     That  is  what  he  stated,  yes,  sir. 

Q.     Now,  with  these  items  of  Lodge  Dues 

Mr.  Griffin:  Strike  that. 

Q.  (By  Mr.  Griffin  continuing) :  Of  these  insur- 
ance premiums  just  referred  to,  Mr.  Erickson  told 
you  again  that  he  just  had  no  other  place  to  put 
them  ? 
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A.  That  is  generally  the  explanation  that  he 
made  of  all  of  these,  yes,  sir. 

Q.  Now,  Exhibit  176,  Exhibit  176  is  a  check  of 
Alpine  Dairy  to  the  Providence  Hospital;  correct? 

A.     That  is  correct,  yes,  sir. 

Q.  Now,  I  am  handing  you  Exhibit  248  and  I 
think  [897]  you  called  these  check  registers.  I  am 
not  sure  whether  it  is  check  register  or  journal. 

A.  It  is  a  combined  check  register  and  journal, 
I  believe. 

Q.  And  I  call  your  attention  to  March,  1945,  and 
Exhibit  176,  the  check  to  the  Providence  Hospital, 
clearly  entered  in  the  journal  at  line  what? 

A.     It  is  listed  on  line  22. 

Q.     And  what  does  it  say? 

A.     It  says  Providence  Hospital. 

Q.     And  the  amount?  A.     $142.25. 

Q.     And  the  date? 

A.  The  date  is  blank,  but  at  the  top  is  March 
10th. 

Q.     March  10th? 

A.  Opposite  it  on  the  opposite  x^age  of  Line  22, 
it  says  23,  for  the  account  number,  and  the  amount 
$142.25  has  the  debit  to  Miscellaneous,  presmnably 
a  debit  to  Account  23. 

Q.    Which  is  Miscellaneous? 

A.     I  don't  believe  so,  no,  sir. 

Q.     Was  that   Issaquah   or  Alpine? 

A.     This  is  Alx3ine. 

Q.     Advertising?  [898] 
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A.  It  could  well  be ;  yes,  Account  23  is  Advertis- 
ing for  Alpine  Dairy. 

Q.  The  entry  Providence  Hospital,  charged  to 
Miscellaneous  in  the  Miscellaneous  column,  item 
23,  it  is  just  about  as  plain  as  anything  could  be, 
look  at  that  page,  or  that  entry,  that  it  couldn't  be 
advertising  ? 

A.    It  could  have  been,  yes,  sir. 

Q.     It  could  have  been? 

A.  There  is  no  way  of  knowing  from  looking  at 
that  page  that  it  was  charged  to  Account  23. 

Q.  That  is,  that  Alpine — that  is,  that  Providence 
Hospital  was  advertising  for  Alpine  Dairy,  is  that 
what  you  mean  to  say? 

A.  That  that  particular  check  was  issued  to 
pay  for  some  type  of  advertising. 

Q.     To  the  Providence  Hospital? 

A.    Yes,  sir. 

Q.     To  the  Providence  Hospital? 

A.    It  could  well  be. 

Q.  It  wouldn't  cause  you  any  curiosity  at  all  to 
find  a  check  to  the  Alpine  Dairy  to  Providence  Hos- 
pital charged  to  Advertising? 

A.     It  might,  yes. 

Q.     It  did,  too,  didn't  it?  [899] 

A.  I  don't  recall  that  I  had  looked  at  this  entry 
until  Mr.  Erickson  had  discussed  it  with  me  and 
told  me  it  was  a  personal  item. 

Q.  Now,  Exhibits  174,  -75,  -78,  185,  are  all 
checks  for  Dues  to  Lodges,  are  they  not? 

A.     May  I  see  them? 
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Q.  Yes,  surely.  I  withdraw  185  from  that  list. 
A.re  all  Dues,  are  they  not"? 

A.     That  is  my  understanding,  yes,  sir. 

Q.  And  on  this  card  you  referred  to,  Exhibit 
258,  that  is  one  of  the  two  items  written  in,  36 
Dues,  is  that  right? 

A.     That  is  my  recollection,  yes,  sir. 

Q.  Item  181 — my  previous  question,  185  was 
ilso — I  find  there  are  three  exhibits  on  this  one 
iheet.  185  also  included  Dues  items? 

A.     I  believe  so,  yes,  sir. 

Q.  Now,  181  is  a  check  of  the  Issaquah  Cream- 
ery Company  to  Klopf enstein's ;  is  that  correct? 

A.     Yes,  sir. 

Q.     And  where  was  that  charged? 

A.  If  I  might  examine  the  list  which  we  have 
jeen  referring  to,  Mr.  Erickson's,  I  can  answer 
YOWT  question. 

Q.     A-11 [900] 

A.     (Interposing)     Probably  that  is  the  nmnber. 

Q.     (Continuing)     for  identification? 

A.     It  is  charged  to  Account  9,  Plant  Expense. 

Q.  Plant  Expense,  and  Exhibit  179  is  the  state- 
nent  of  Klopf  enstein's,  isn't  it? 

A.     I  believe  so,  yes,  sir. 

Q.  And  there  wouldn't  be  any  plant  expense  in 
3onnection  with  the  x)urchase  of  shorts  or  a  tuxedo, 
tvould  there?  A.     Not  ordinarily,  no,  sir. 

Q.  And  yet  it  is  charged  as  an  item  of  the  Issa- 
:iuah  Creamery  as  you  find  it  on  the  books? 

A.     That  is  correct. 
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Q.  Now,  Exhibit  182  is  a  check  to  Washington 
Athletic  Club  with  an  accompanying  statement 
identified  as  the  cost  of  the  wedding  reception  and 
so  forth!  Is  that  correct? 

A.     That  is  correct,  yes,  sir. 

Q.  Where,  generally,  were  the  Washington  Ath- 
letic Club  charges  made  on  the  books'? 

A.     I  don't  know. 

Q.  You  didn't  examine  the  books  to  see  where 
the  Washington  Athletic  Club  charges  were? 

A.  I  examined  the  books  to  see  where  that  par- 
ticular charge  was.  [901] 

Q.     But  not  where  the  charges  were  generally? 

A.  No,  sir.  There  may  not  be  any  other  Wash- 
ington Athletic  Club  charge  payments  on  the  books. 
I  simply  don't  know. 

Q.  You  don't  know  that  Mr.  Forster  had  been 
a  member  of  the  Washington  Athletic  Club  for  a 
great  many  years? 

A.  I  had  recently  heard  that  he  has  been  on 
some  basis,  yes,  sir. 

Q.  And  you  didn't  know  or  find  out  why  he 
asked  for  a  separate  statement  from  the  Washing- 
ton Athletic  Club,  this  statement  I  hold  in  my  hand, 
for  these  wedding  costs;  you  didn't  inquire  about 
that? 

A.     I  didn't  make  such  an  inquiry,  no,  sir. 

Q.  The  statement  itself  from  the  Washington 
Athletic  Club  carries  no  dues  charges,  does  it;  the 
statement  for  two  items  of  expense? 
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A.  It  doesn't  appear  to  carry  any  charge  for 
Dues,  no,  sir. 

Q.  Did  you  make  any  inquiry  of  Mr.  Erickson 
as  to  why  that  charge — by  the  way,  the  charge  was 
to  Advertising,  wasn't  it^ 

A.     That  is  my  recollection,  yes,  sir. 

Q.  And  did  you  make  any  inquiry  of  Mr.  Erick- 
son as  to  why  it  was  charged  to  Advertising?  [902] 

A.    Yes,  sir. 

Q.     What  did  he  say? 

A.  I  don't  recall  specifically  just  what  he  did 
say.  Among  other  things,  he  said  that  it  was  a  per- 
sonal expense,  however. 

Q.  Do  you  want  to  examine  Questions  208  to 
refresh  your  recollection,  and  particularly  212  and 
213? 

He  told  you  that  he  not  only  thought  that  it  was 
a  i^roper  charge  for  advertising,  but  he  was  there 
and  thought  it  was,  didn't  he? 

A.     Among  other  things,  he  said  that,  yes,  sir. 

Q.     And  so  he  charged  it  to  Advertising? 

A.  He  said  that  he  charged  all  the  Washington 
Athletic  Club  items  to  Advertising. 

Q.  I  thought  you  just  suggested  a  moment  ago 
that  you  didn't  know  anything  about  other  items? 

A.     I  don't.  He  said  he  did. 

I  don't  know  whether  he  did  or  not,  however,  be- 
cause I  didn't  check  them. 

Q.  Now,  Exhibits  183  and  228  are  Alpine  Dairy 
checks  to  Ben  Bridge  and  Jensen  and  Nielsen,  are 
they  not?  A.     Yes,  they  are. 
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Q.  Tliey  are  all  for  jewelry,  as  you  investigated, 
or  to  jewelry  repairs,  are  they  not?  [903] 

A.  Mr.  Erickson  told  me  they  Avere  for  personal 
jewelry.  I  didn't  investigate  as  to  what  they  were 
for  beyond  his  explanation. 

Q.  You  didn't  inquire  as  to  what — whether  that 
jewelry  was  being  used,  any  of  it,  for  the  employees, 
customers,  or  anything  on  Advertising? 

A.     No,  I  did  not. 

Q.  Now,  those  checks  were  drawn  on  Mr.  Fors- 
ter's  personal  account  in  which  there  was  no  cor- 
poration involved,  weren't  they? 

A.  They  were  drawn  on  the  business  account 
of  Alpine  Dairy,  not  Mr.  Forster's  personal  account. 

Q.  I  think  you  have  testified  before  that  Mr. 
Forster  used  the  Alpine  Dairy  account  for  his  draw- 
ings and  cashed  checks  there  on  that  accomit,  didn't 
he?  That  was  the  account  he  used? 

A.  I  don't  know  whether  he  cashed  checks  there 
or  not. 

A  number  of  checks  were  used  by  him,  yes,  sir. 

Q.  And  when  he  bought  jewelry,  or  when  he 
bought  anything  he  would  buy,  whether  groceries 
or  something  else,  he  generally  drew  a  check  on 
Alpine  Dairy,  Mr.  Eppler,  didn't  he? 

A.     I  don't  know.  [904] 

Q.     On  jewelry  then,  he  did,  didn't  he? 

A.  These  checks  were  issued  to  the  jewelry 
firms.  I  don't  know  what  other  jewelry  he  pur- 
chased or  how  he  paid  for  it. 
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Q.  And  yet  with  that  staff  of  forty  bookkeepers 
or  so  at  Alpine  Dairy,  not  a  single  item  of  jewelry 
was  charged  to  Mr.  Forster's  personal  account, 
was  it? 

A.  Well,  the  staff  of  forty  had  nothing  to  do 
with  the  charging. 

Mr.  Griffin:    Would  you  read  the  question? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  (Continuing)  I  don't  think  I  could  answer 
that  with  "yes"  or  ''no."  I  can  elaborate,  if  you 
wish. 

Q.  (By  Mr.  Griffin  continuing)  :  Add  the  staff 
at  Issaquah  Creamery  Company  and  no  one  there 
charged  any  portion  of  that  jewelry  to  Mr.  For- 
ster's personal  account,  did  they? 

A.  These  items  were  not  charged  to  his  per- 
sonal account,  no,  sir. 

I  don't  know  how  they  charged  other  items.  They 
may  have.  [905] 


*  *  *  * 


Q.  Now,  Exhibit  186  is  a  check  of  Alpine  Dairy 
to  Globe  Optical,  correct? 

A.    Yes,  it  is. 

Q.     And  to  what  account  was  that  charged? 

A.     It  was  charged  to  Account  9,  Plant  Expense. 

Q.  Account  9,  Plant  Expense;  and  I  hand  you 
Exhibit  249,  that  is  the  account  book  of  what? 

A.  This  is  the  combined  check  register  and  jour- 
nals for  Issaquah  Creamery  and  Alpine  Dairy, 
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Q.     And  for? 

A.     For  1946,  I  believe. 

Q.  And  I  have  it  open  now  to  A]3ril,  1946,  and 
what  is  the  top  numbered  page  ^Ye  for  April — is 
that  Alpine  or  Issaquah  ? 

A.     I  believe  it  is  Alpine. 

Q.  Do  you  find  the  Globe  Optical  charge  [908] 
entered?  A.    Yes,  I  do. 

Q.     And  what  does  it  say? 

A.     It  says  ''Griobe  Optical." 

Q.     And  the  amount?  A.     $180. 

Q.  And  two  lines  below  that  is  a  Klopfenstein 
charge?  A.     That  is  correct. 

Q.  Neither  of  those  could  well  be  Plant  Ex- 
pense, could  they? 

A.     They  could  be,  yes,  sir. 

Q.  They  could  be;  that  is,  anything  could  be 
Plant  Expense,  is  that  right? 

A.  With  a  business  of  this  magnitude,  yes,  sir, 
I  believe  so.  Any  check  issued  in  there  to  someone, 
any  company,  or  firm,  in  Seattle  could  be  a  business 
expense  of  some  kind. 

Mr.  Grif&n:  Exhibits — there  are  three  exhibits 
on  this  one  sheet,  if  the  Court  please. 

Q.  (By  Mr.  Griffin):  Exhibit  187,  that  is  to 
Douglas  Eox,  the  Travel  Agency? 

A.     The  payee  is  Douglas  D.  Fox,  yes,  sir. 

Q.  And  that  could  be— that  could  be  Travel  Ex- 
pense [909]  could  it,  of  Issaquah  Creamery? 

A.     It  could  be,  yes,  sir. 
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Mr.  Griffiii:  I  am  looking  for  191,  -2  and  -3.  I 
have  194. 

CWliereupon,  there  was  a  brief  pause.) 

And  Exhibits  191,  -2,  -3  and  -4.  192,  this  is  the 
one  I  want.   I  don't  need  191. 

Q.  (By  Mr.  Griffin)  :  192,  193  and  194  are  all 
checks  to  Thurston's  Lamidry,  is  that  correct? 

A.     Yes,  they  are. 

Q.  Do  you  know  whether  any  of  that  dry  clean- 
ing was  a  company  expense,  or  not? 

A.     I   don't   know,   no,   sir.    Mr.   Erickson   said 

those  were  personal  items,  however.  [910] 
***** 

Mr.  Griffin:    259  and  259-A. 

Q.  (By  Mr.  Griffin) :  You  might  tell  the  Jury 
as  you  look  at  them  what  they  are  so  that  they  will 
have  those  in  mind. 

A.  259-A  is  headed  Issaquah  Creamery  Com- 
pany, Balance  Sheet,  November  30,  1949.  The  only 
recollection  that  I  have  with  reference  to  this  par- 
ticTiIar  sheet  is  asking  Mr.  Taylor  about  it,  if  this 
was  his  sheet  for  that  month,  and  he  said  that  it 
was.   I  don't  recall  any  other  discussion  about  it. 

On  the  second  exhibit,  259,  which  is  headed  Issa- 
quah Creamery  Company,  Trial  Balance,  December 
31,  1949,  and  Profit  and  Loss,  December  31,  1949,  I 
don't  recall  anyone  calling  it  particularly  to  my  at- 
ten-l-ion.  I  know  that  Mr.  Marx  and  I  went  over  it 
V'ith  Mr.  Taylor  and  discussed  it  with  him. 

Q.     And  what  are  the  two  sheets;  what  was  the 
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matter  in  the  sheets  so  the  Jury  will  have  them 

before  them  that  you  discussed  with  Mr.  Taylor? 

A.  Well,  in  the  first  one,  as  I  have  already  men- 
tioned, I  simply  asked  if  that  was  his  work  sheet 
for  the  month  of  November.  The  second  one,  we 
discussed  [917]  with  him  the  items  which  had  been 
changed  and  altered  and  added  in  the  Issaquah 
Creamery  books  at  the  end  of  1949. 

Q.  And  what  were  the  items  on  them  that  you 
are  referring  to  that  had  been  changed,  altered,  and 
added  ? 

A.  The  ones  which  we  discussed  with  him  were 
the  ten  thousand  dollar  milk  draft  and  the  fifty-one 
thousand  dollar  plus  item  of  Consolidated  Dairy,  or 
eighteen  thousand  plus  item  to  R.  L.  Stephenson 
Company.  However,  those  don't  all  appear  on  this 
sheet. 

Q.  Which  ones  upon  this  sheet — pardon  me  a 
second.  Y^hich  ones  do  appear  upon  the  year-end 
statement  of  December  31,  1949,  Exhibit  259? 

A.  Opposite  accounts  payable,  there  is  a  figure 
written  in  in  the  blank  column  in  the  same  amount 
as  the  Consolidated  Dairy  item. 

Opposite  Milk  Draft,  there  is  an  item  written  in 
likewise,  in  the  same  amount  as  the  changes  in  the 
books. 

Q.  Now,  did  Mr.  Taylor  make  the  changes,  ad- 
ditions and  alterations  in  the  ledger  of  the  Issa- 
quah Creamery  Company? 

A.     I  believe  he  did,  yes,  sir. 

Q.     And  in  his  own  handwriting? 
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A.     I  think  so.  [918] 

Q.  He  did  not,  however,  make  any  changes  of 
that  nature  of  correction,  or  otherwise,  in  Exhibit 
259,  being  the  November  balance  sheet  for  1949, 
did  he  f 

A.     I  don't  believe  so,  no,  sir. 

Q.  Now,  you  discussed  that  matter  with  Mr. 
Taylor,  and  he  advised  you,  as  I  recall,  that  Mr. 
Forster  had  been  disturbed  about  a  statement  as 
prepared  by  Mr.  Taylor  and  Taylor  talked  with 
Erickson,  and  eventually  Erickson  called  him  back 
and  said  they  found  an  error  and  to  make  the 
change;  does  that  summarize  your  testimony  in 
detail? 

A.  I  believe  Mr.  Taylor  called  Erickson,  rather 
than  Erickson  calling  Taylor,  but  otherwise,  that 
is  the  essence  of  what  he  said,  I  believe,  yes,  sir. 

Q.  Now,  did  you  discuss  with  Mr.  Forster  what 
had  occurred  at  the  time  of  this  conversation  with 
Taylor  and  with  Erickson  at  the  plant? 

A.     I  believe  I  did,  yes,  sir. 

Q.  And  what  did  Mr.  Erickson — what  did  Mr. 
Forster  say? 

A.  Well,  among  other  things,  I  believe  he  said 
that  when  the  net  profit  figure  was  given  to  him, 
that  he  took  exception  to  it  and  said  that  it  [919] 
couldn't  be  that  much. 

Q.  Now,  when  the  net  profit  figure  was  given, 
he  told  you  this,  didn't  he,  that 

Mr.  Griffin:     Strike  that. 

Q.     (By  Mr.  Griffin  continuing)  :     First,  you — 
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Taylor — both  Taylor  and  Erickson  advised  you,  did 
they  not,  that  Taylor  would  come  out  to  the  Issa- 
quah  Creamery  plant  about  the  third  week  in  the 
month  to  go  over  the  journals  to  make  up  the  state- 
ment for  the  previous  month ;  that  was  the  routine "? 

A.  My  recollection  was  that  it  was  the  last  week 
of  the  month. 

Q.  The  last  week  of  the  month,  all  right;  so  this 
statement — the  November  30,  1949,  work  sheet  of 
the  Issaquah  Creamery,  if  the  ordinary  routine  had 
been  followed,  would  have  been  the  last  week  in 
December;  he  would  be  out  examining  the  journals 
and  making  up  the  November  statement? 

A.  Well,  my  understanding  of  what  has  been 
told  me  is  that  it  would  be  at  the  end  of  November, 
not  at  the  end  of  December.  The  explanation  given 
to  me  was  that  at  the  year-end — that  is,  of  the  en- 
tire year — that  the  visit  was  usually  made  at  the 
end  of  January,  and  that  otherwise,  it  was  at  the 
end  of  [920]  whatever  month  was  in  question. 

Q.  How  could  he  make  up  a  statement  for  No- 
vember until  November  was  over? 

A.     By  using  whatever  data  was  given  to  him. 

Q.  How  could  he  make  a  statement  for  the 
month  ending  November  30  during  any  time  during 
the  month  of  November? 

A.  Well,  as  I  have  said,  by  using  whatever  data 
he  had. 

Q.  Mr.  Forster  told  you,  did  he  not,  that  when 
Taylor • 

Mr.  Griffin:    Strike  that  for  the  moment. 
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Q.  (By  Mr.  Griffin  continuing) :  This  work 
sheet  prepared  by  Mr.  Taylor,  Exhibit  15 — 259-A 
shows  a  loss  for  the  month  of  November  of  approxi- 
mately ten  thousand  dollars,  doesn't  it? 

A.     Yes,  slightly  less  than  ten  thousand. 

Q.  Mr.  Forster  told  you  that  when  Taylor  came 
out  with  the  year-end  statement,  or  for  December, 
that  he  asked  Taylor  what  the  situation  was,  and 
Taylor  told  him  there  would  be  a  profit  of  around 
twenty  thousand  dollars  during  December,  didn't 
he? 

A.  I  don't  remember  what  specific  figures  he 
mentioned.  [921] 

Q.     Did  he  mention  specific  figures? 

A.     Pie  may  have.    I  don't  recall. 

Q.     I  will  help  you  in  just  a  moment,  then. 

A.  I  didn't  mention  any  specific  figures  to  him, 
and  he  wasn't  at  that  time  interested  in  any  spe- 
cific figures.   He  may  have.   I  do  not  recall. 

Q.  I  am  just  talking  about  what  he  told  you. 
I  will  ask  you  if  Mr.  Forster  didn't  say  to  you  in 
substance  this,  in  your  inquiry  about  this  matter: 

That  when  Hicks  Taylor  came  out  to  Issaquah 
the  latter  part  of  January  to  make  out  the  profit 
and  loss  statements  for  the  month  of  December,  he 
gave  me  a  figure  that  I  recall  was  around  twenty 
thousand  dollars. 

He  gave  that  out  of  his  work  sheet,  and  told  me 
it  would  look  like  twenty  thousand  dollars  profit, 
and  I  told  him  that  I  could  not  see  how  we  could 
have  made  that  much  money  during  the  month  of 
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December  when  November  there  was  a  loss  of  ten 
thousand  dollars  and  December  is  the  poor  month 
of  the  year. 

There  must  be  something  wrong  with  his  figures, 
and  to  go  back  and  re-check  them.  In  substance,  is 
that  not  what  Mr.  Forster  told  you? 

A.  That  could  well  be.  I  don't  remember  the 
twenty  thousand  figure,  however.  [922] 

Q.  And  didn't  he  tell  you  also  that  the  sales  in 
1949  were  approximately  the  same  as  in  1948? 

A.  He  may  have.  I  don't  remember  that  he  did, 
however. 

Q.  And  he  also  told  you — or,  rather,  and  as  you 
knew  from  the  income  tax  returns,  that  Taylor's 
year-end  statement  was  showing  a  profit  two  or 
three  times  what  the  1948  profit  had  been? 

A.  He  may  have.  I  don't  recall  that  he  com- 
pared the  two  years. 

Q.  And  he  told  Taylor  that  there  must  be  some- 
thing wrong  with  his  figures  and  to  go  and  check 
them;  the  latter  we  agree  on? 

A.     Yes,  I  distinctly  recall  that  portion. 

Q.  And  it  was  subsequent  to  that  time  that  Tay- 
lor made  the  changes  in  the  ledger  and  this  work 
sheet,  Exhibit  259? 

A.     So  I  have  been  told,  yes,  sir.  [923] 
***** 

O.  And  one  of  the  items  that  vou  talked  to  him 
about  was  the  manner  of  handling  the  payments  of 
wages  to  Mr.  Forster's  children,  was  it  not? 
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A.  That  was  one  of  the  items  I  talked  to  him 
about,  yes,  sir. 

Q.  And  on  the  books  of  the  Issaquah  Creamery 
company,  under  Payroll,  was  listed  at  times  the 
children  of  Mr. — of  Mr.  Forster,  weren't  there? 

A.     So  I  was  advised  by  Mr.  Erickson. 

Q.  And  you  examined  them  and  found  that  to 
be  correct;  didn't  you? 

A.     No,  I  did  not. 

Q.  You  did  not;  did  you  examine  to  ascertain 
^Yhether  any  or  all  of  the  children  had  been  em- 
ployed at  Issaquah  Creamery? 

A.    Yes,  I  did. 

Q.     And  you  found  they  had? 

A.     At  times,  they  had  been,  yes,  sir. 

At  least,  so  I  was  told. 

Q.  And  the  real  question  and  purpose  of  your 
inquiry  was  why  they  had  been  carried,  or  some  of 
them,  [928]  on  the  payroll  after  their  actual  work 
in  the  plant  had  ceased,  wasn't  it? 

A.  I  believe  the  purpose  of  my  inquiry  was  to 
determine  why  they  were  carried  on  the  payroll 
while  abroad  and  'finishing  school. 

Q.  When  their  work  at  the  plant  had  ceased,  is 
my  question. 

A.  That  is  correct.  At  least,  I  assumed  it  had 
ceased. 

Q.  And  what  did  Mr.  Erickson — you  interro- 
gated Mr.  Erickson  about  that? 

A.     I  asked  him  about  it,  yes,  sir. 

Q.     And  what  did  he  say? 


)^ 
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A.  I  don't  recall  exactly  what  he  did  say.  His 
answers  weren't  very  clear  to  me. 

Q.  I  see,  all  right;  now,  referring  to  Question 
312,  you  say  his  answers  weren't  clear,  did  you  ask 
this  question: 

"Did  you  make  out  these  pay  checks  to  the  For- 
ster children  during  the  winter  months  when  they 
were  not  working  there  ^" 

Did  you  ask  that  question? 

A.  That  is  one  of  the  questions  that  I  asked, 
yes,  sir. 

Q.    And  he  answered  ''Yes"? 

A.     That  is  the  answer  he  gave,  yes.  [929] 

Q.     Was  that  clear? 

A.     That  part  was  clear,  yes,  sir. 

Q.  Did  you  ask  him  who  instructed  him  to  do 
that?  A.     Yes,  I  did. 

Q.     And  he  said  Hans  did?  A.     Yes,  he  did, 

Q.     Was  that  clear?  A.     That  was  clear. 

Q.     315: 

"Then  you  knew  that  was  an  improper  charge 
to  Business  Expense?" 

To  which  he  answered: 

"I  did  not  understand  it  that  way." 

Is  that  clear? 

A.     That  is  the  answer  he  made. 

Q.     Is  that  clear? 

A.     That  portion  is  clear,  yes,  sir. 

Q.     Question  316: 

"What  did  you  understand  was  the  purpose  of 
these  checks  that  thev  werr*  not  vrorking  for?  Obvi- 
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ously,  if  they  wanted  money,  they  could  ask  their 

father  for  it." 

And  his  answer: 

"You  got  me  there."  [930] 

Was  that  clear? 

A.  I  don't  think  that  is  a  very  clear  answer  to 
the  question,  no,  sir. 

Q.  And  then  Mr.  Marx  takes  over,  you  were 
present : 

''Did  you  think  it  might  have  been  done  for  in- 
come tax  advantage?" 

And  his  answer : 

"No,  they  were  both  paying  their  income  tax." 

Is  that  clear? 

A.  Standing  alone,  yes,  sir ;  that  was  clear.  How- 
ever, he  had  said  a  number  of  other  things  in  con- 
nection with  this  which  makes  his  answer  not  clear. 

Q.     Question  318: 

''I  mean  income  tax  advantage  insofar  as  Mr. 
Hans  Forster  was  concerned?" 

His  answer  is : 

"No." 

Is  that  clear? 

A.     That  is  clear. 

Q.  And  then  you  took  over,  Question  319,  didn't 
you?  A.    Yes,  I  did. 

Q.  And,  that  is,  you  were  both  asking  him  [931] 
questions  like  that,  weren't  you? 

A.     We  were  both  asking  him  questions,  yes,  sir. 

Q.     "What  did  you  think  the  purpose  of  these 
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checks  was  for;   did  you  think  it  was  a  proper 

charge  of  the  business?" 

And  he  answered: 

''So  far  as  I  was  concerned,  they  were." 

Is  that  clear? 

A.     That  is  the  answer  he  made,  yes,  sir. 

Q,     Is  that  clear? 

A.  It  is  clear  that  he  made  such  an  answer,  yes, 
sir. 

Q.     Is  the  answer  clear? 

A.  I  believe  I  had  just  finished  saying  a  moment 
ago  with  reference  to  the  other  things  he  said  the 
answers  he  was  making  to  these  questions  wasn't 
entirely  clear,  no,  sir. 

Q.     The  next  question,  320: 

"Did  you  make  out  a  check  to  your  own  children, 
for  instance,  if  they  were  not  working  there  ?" 

Answer : 

''They  worked  there  part  of  the  time." 

Is  that  clear? 

A.     It  wasn't  an  answer  to  my  question.  [932] 

Q.  So  then  Mr.  Marx  takes  over,  and  you  were 
advised  during  that  examination  that  as  far  as 
Erickson  was  concerned,  tax  deductions  were  taken 
from  out  the  payroll  of  the  children  and  paid  to  the 
United  States  Government,  weren't  you? 

A.  I  don't  believe  Mr.  Marx  asked  such  a  ques- 
tion, no,  sir. 

Mr.  Griffin:  May  I  have  the  question  read, 
please  ? 

The  Court:     Mr.  Reporter,  read  the  question. 
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(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     (Continuing)  As  I  said,  I  don't  believe  Mr. 
Marx  asked  such  a  question. 

Q.     (By  Mr.  Griffin) :    Question  321.  He  did  ask 
this  question,  didn't  he: 

''Mr.  Erickson,  have  you  ever  heard  the  expres- 
sion 'padding  the  payroll'?" 

A.     Yes,  he  asked  such  a  question. 

Q.     Mr.  Erickson  answered: 

"I  read  it  in  Drew  Pearson's  column." 

A.     Mr.  Erickson  made  such  a  reply,  yes,  sir. 

Q.     The  reply  is  clear,  isn't  it? 

A.     Yes,  that  portion  is  clear.  [933] 

Q.     "How  long  ago  did  you  read  that?"  "Answer: 
A  few  days  ago." 

Is  that  clear? 

A.     That  is  clear,  yes,  sir.  . 

Q.     "You  have  heard  of  the  expression  before, 
have  you  not.    It  is  a  fairly  common  expression." 

"I  probably  have." 

Is  that  clear? 

A.     That  portion  is  clear,  yes,  sir. 

Q.     "Wouldn't  this  be  a  very  good  instance  of 
padding  the  payroll?" 

"Answer:  From  all  appearances  now,  but  I  had 
not  given  it  any  thought  before." 

Is  that  answer  clear? 

A.     That  answer  is  clear,  yes,  sir. 

Q.     And  then  this  one,  sir: 

"It  would  appear  to  you  that  somebody  at  some 
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time  had  the  idea  of  padding  the  payroll  of  the 
corporation  by  putting  the  children  on  as  employees 
when  they  performed  no  actual  service?" 

And  he  answered: 

"No,  I  do  not  think  that  thought  occurred  to  me 
because  the  income  tax  payments  of  the  children 
was  withheld  each  month."  [934] 

Is  that  answer  clear? 

A.     That  answer  is  clear,  yes,  sir. 

Q.  And,  by  being  withheld  each  month,  it  was 
clear  to  you  that  that  was  the  tax  withholding  re- 
quired by  the  Government  to  pay  those  taxes? 

A.  I  am  not  sure  it  was  clear  to  me  what  he  was 
talking  about.  If  tax  was  actually  withheld,  the 
presumption  would  be  withheld  on  the  payroll  pay- 
ments made. 

Q.  But  you  didn't  know  what  he  was  referring 
to.  Let's  see  noAV,  you  have  been  with  the — eight 
years  you  had  been  with  the  Department? 

A.     That  is  right. 

Q.  And  in  the  Criminal  Division,  and  you  didn't 
know  what  Harold  Erickson  was  referring  to  when 
he  talked  about  the  corporation  withholding  taxes? 

A.  Yes,  I  understood  what  he  meant  by  with- 
holding taxes. 

Q.  And  you  knew  precisely  what  he  meant  when 
he  said  that  taxes  were  withheld  each  month  from 
the  children's  payroll  just  the  same  as  any  other 
employee,  didn't  you? 

A.     If  he  said  that,  I  understood  him,  yes. 
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Q.  Well,  I  just  read  you  what  lie  said.  Did  you 
understand  thaf?  [935]  A.     Yes. 

Q.  When  you  took  the  stand,  you  had  just  fol- 
lowed Mr.  Larson,  do  you  recall? 

A.     I  believe  that  is  correct,  yes,  sir. 

Q.  Mr.  Larson  had  been  talking  about  his  in- 
vestigation of  the  tax  returns  in  regard  to  the  but- 
ter subsidy  checks,  is  that  correct? 

A.     That  was  a  portion  of  his  testimony,  yes,  sir. 

Q.  And  that  was  one  of  the  items  he  was  investi- 
gating ? 

A.     I  believe  he  stated  that,  yes,  sir. 

Q.  And  then  one  of  the  first  matters  you  were 
interrogated  about  when  you  took  the  stand  was 
the  matter  of  the  same  butter  checks,  was  it  not? 

A.  I  don't  recall  that  I  was  asked  about  the 
])utter  subsidy  payments. 

Q.  Do  you  recall  that  you  testified  that  you 
talked  with  Mr.  Forster  about  the  matter  and  that 
Mr.  Forster  said  to  you  that  his  accountants  now 
said  that  those  butter  checks  must  now  be  run 
through  the  books? 

A.  Mr.  Forster  said  that  to  me.  I  didn't  ask 
Mr.  Forster  about  the  butter  subsidy  payments. 

Q.  And  that  was  in  August  15,  1951,  you  had 
that  conversation  with  Mr.  Forster? 

A.  It  was  at  that  time  that  Mr.  Forster  told 
me  [936]  that,  yes,  sir. 

Q.  Do  you  know  that  those  subsidy  payments 
ceased  by  the  United  States  Government  June  1, 
1946,  over  five  years  before? 
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A.     I  don't  kno^Y  when  tliev  ceased. 

Q.  Are  you  still  certain  that  Mr.  Forster  ever 
made  any  such  statement  to  you  in  the  year  1951 
that  those  checks  must  now  be  run  through  the 
books  ? 

A.     That  is  a  portion  of  the  statement  that  he 

said,  yes,  sir. 

Mr.  G-riffin:     That  is  all.  [937] 
***** 

Q.  You  mentioned  the  accounts  receivable  card, 
Mr.  Ex^pler,  out  at  Issaquah.  Were  there — do  you 
know  whether  there  were  accounts  receivable  cards 
for  people  that  owed  money  to  Issaquah  Creamery 
or  Alpine  Dairy  other  than  people  to  whom  they 
sold  goods  in  the  regular  course  of  business?  [973] 

A.  I  know  that  Alpine  had  such  cards.  TVliether 
or  not  Issaquah  had,  I  don't  know. 

Q.  You  were  questioned  at  some  lengi:li  with  re- 
gard to  whether  there  was  a  place  where  Mr.  Erick- 
son  could  have  put  these  personal  expenses  of  Mr. 
Eorster  and  charge  them  to  Mr.  Forster  on  the 
books  of  Issaquah  Creamery  Company  and  Alpine 
Dairy.  Could  that  not  have  been  done  simply  by 
opening  up  an  accounts  receivable  card  in  the  name 
of  Mr.  Forster? 

A.  That  is  one  of  the  ways  it  could  have  been 
done,  yes,  sir. 

Q.  And  that  then  would  have  been  exactly  the 
same  procedure  that  Mr.  Erickson  handled  for  num- 
erous other  people  that  owed  money  to  Issaquah 
Cront-^-ioTv  Company  or  to  Alpine  Dairy? 
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A.  If  he  had  done  that  it  would  have  been  the 
same  procedure. 

Q.  Well,  there  certainly  were  many  accounts 
receivable  cards  in  these  organizations  reflecting 
amounts  owed  to  these  businesses  by  outside  people, 
weren't  there?  A.     Yes,  sir. 

Q.  And  all  that  would  have  been  necessary  in 
order  to  have  charged  Mr.  Forster  with  these  [974] 
personal  expenses  would  have  been  to  take  a  ledger 
card  and  put  Mr.  Forster 's  name  on  it  and  put  it 
in  the  accounts  receivable  cards? 

A.    Well,  as  I  have  said,  it  could  have  been  done 

that  way,  yes,  sir.   [975] 
***** 

Q.  But  one  of  the  accounts  among  the  asset 
accoimts  in  the  lower  part  of  this  schedule  on  the 
right  hand  side  is  account  107  for  Hans  Forster,  is 
it  not?  A.     Yes,  sir. 

Q.  And  that  is  one  of  the  asset  accounts  which 
would  have  to  apply  to  Issaquah  Creamery  as  listed 
on  the  left  upper  side  of  the  chart  or  otherwise 
Issaquah  Creamery  would  be  left  without  asset  ac- 
counts, isn't  that  true? 

A.     That  is  correct,  yes,  sir. 

Q.  There  has  been  testimony,  Mr.  Eppler,  about 
many  expenses  of  Mr.  Forster  which  were  charged 
as  business  expenses  on  this  book — on  these  ])ooks. 
I  refer  you  now  to  the  insurance  premiums.  Ex- 
hibit 162.  Do  you  recall  how  those  were  charged? 

A.  My  recollection  is  that  they  were  charged  as 
insurance  expense.  [983] 
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Q.  In  the  smiiniary  figures  contained  on  Exhibit 
A-16,  the  adding  machine  tapes,  can  you  tell  us 
whether  there  is  an  account  for  insurance  expenses  ? 

A.     Yes,  sir ;  it  is  account  24,  I  believe. 

Q.  Now,  from  examining  that  item  on  Exhibit 
A-16,  there  would  be  nothing  that  would  indicate 
to  a  person  using  that,  again,  that  it  included  other 
than  legitimate  business  insurance  expense  of  these 
businesses,  isn't  that  true? 

A.  There  is  no  way  of  telling  by  looking  at  this 
tape,  no,  sir. 

Q.  And  there  would  be  likewise  no  way  of  tell- 
ing from  looking  at  the  figures  of  Mr.  Erickson's 
journal  with  that  account  number  in  front  of  the 
figure,  for  a  person  looking  at  that,  to  tell  that  this 
was  not  legitimate  insurance  expense  of  the  busi- 
nesses, would  there? 

A.  Unless  you  had  other  information  to  go  with 
it,  no,  sir,  there  wouldn't  be. 

Q.  Also,  I  refer  you  to  Exhibit  178  for  the 
Lodge  Dues.  Do  you  recall  how  those  were  charged  ? 

A.  I  believe  some  were  charged  to  advertising 
and  others  to  fees  and  dues  and  something  like 
that. 

Q.  And  would  there  be  any  way  for  a  person 
taking  these  figures,  summary  figures  with  account 
numbers,  [984]  off  of  Exhibit  A-16  to  tell  that  the 
advertising  or  other  expense  included  improperly 
Lodge  Dues  that  were  not  business  expenses? 

A.  If  that  is  all  the  information  available  there 
would  be  no  way  of  telling,  no,  sir. 
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Q.  And  the  same  thing  is  true  of  Exhibit  198 
and  174  and  175,  is  it  not  ? 

A.  The  same  is  true  of  all  these  other  exhibits 
that  you  have  mentioned. 

Q.  Now,  in  general,  the  same  is  true  of  all  of 
these  personal  expenses,  these  items  said  to  be  per- 
sonal expenses  of  Mr.  Forster  that  were  charged  as 
business  expenses  on  these  books,  isn't  that  so? 

A.     That  is  correct,  yes,  sir. 

Q.  So  that  if  Mr.  Taylor  had  no  other  informa- 
tion about  these  items,  then  he  was  justified  in  tak- 
ing these  summary  figures  given  to  him  in  the  man- 
ner you  have  described  and  entering  them  in 
his 

I  will  reframe  the  question. 

Then  if  Mr.  Taylor  had  no  information  indicat- 
ing that  these  items  had  been  entered  improperly 
in  the  books,  there  would  be  nothing  to  show  him 
that  he  was  not  justified  in  taking  these  figures  as 
given  to  him  and  putting  them  in  his  ledger  as  ex- 
penses of  the  corporation  or  of  the  [985]  business? 

Mr.  Griffin:  Just  a  moment,  if  the  Court  please. 
I  wish  to  inquire  whether  he  is  limiting  it  to  the 
figures  given  him  in  A-16? 

Mr.  Le  Sourd:  "Well,  in  A-16  or  any  of  these 
monthly  tapes  like  A-16. 

A.  If  he  had  no  other  information  he  would  be 
justified  in  using  those  in  his  general  ledger,  yes, 
sir. 

Q.  (By  Mr.  Le  Sourd)  :  During  your  testimony, 
Mr.  Eppler,  you  had  occasion  to  testify  to  a  num- 
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ber  of  items  of  receipts  which  were  not  entered  upon 
the  books  of  Issaquah  Creamery  or  Alpine  Dairy, 
but  which  were  deposited  in  Account  198? 

A.     Yes,  sir. 

Q.  The  tax  returns  which  were  filed  for  Issa- 
quah Creamery  and  for  Mr.  Forster  personally, 
which  included  the  Alpine  Dairy  income,  showed 
large  amounts  of  gross  income  accruing  to  each  of 
those  businesses,  isn't  that  right '^ 

A.     That  is  correct,  yes,  sir. 

Q.     And  these  amounts 

Mr.  Le  Sourd:    Cancel  that  part  of  the  question. 

Q.  (By  Mr.  Le  Sourd  continuing) :  In  your 
testimony  on  direct,  you  examined  on  the  stand  cer- 
tain of  these  tax  returns,  and  looked  at  the  figures, 
and  stated  that  the  figures  therein  did  not  include 
a  particular  item  of  receipts  ?  A.     Yes,  sir. 

Q.     Do  you  recall  that? 

Actually,  the  total  income  shown  in  those  returns 
would  have  been  large  enough  in  every  case  to  have 
included  the  particular  item  you  were  talking  about, 
wouldn't  it? 

A.    Which  particular  item? 

Q.     Well,  let  me  reframe  the  question. 

The  particular  items  of  income  which  were  not 
entered  upon  the  books  that  you  were  testifying 
concerning  would  not  show  up  in  any  event  on  the 
final  tax  return  as  a  separate  item  of  income  in  nor- 
mal cases,  would  it? 

A.  No,  sir;  all  that  would  show  on  the  tax  re- 
turn is  sales.   That  would  include  all  sales  made. 


United  States  of  America  323 

(Testimony  of  Ira  Eppler.) 

Q.  And  since  you  have  said  the  sales  listed  on 
these  tax  returns  were  in  large  amount,  jou 
couldn't  tell  from  examining  that  particular  ac- 
count whether  or  not  an  individual  item  was  in- 
cluded in  that  amount  *? 

A.  No,  sir ;  you  would  have  to  examine  the  other 
books  and  journals  and  so  forth  to  determine  that; 
also  [987]  the  bank  account. 

Q.  So,  what  you  mean  when  you  testified  that 
by  looking  at  these  returns  that  particular  items  of 
receipts  were  not  in  there  was  that  you  had  checked 
the  books  and  found  that  the  receipts  were  not  in 
the  books,  and  did  not  enter  into  the  total  sales 
again  that  appeared  in  the  return ;  isn't  that  right  ? 

A.     That  is  correct.   Partially  so. 

Q.  Well,  that  is  correct  insofar  as  these  business 
receipts  are  concerned? 

A.  Well,  we  also  checked  the  company  bank  ac- 
counts to  see  whether  these  items  had  been  depos- 
ited in  the  company  bank  accounts,  as  well  as  the 
books  and  the  tax  returns. 

Q.    Yes. 

A.  In  other  words,  there  is  no  way  of  looking 
at  the  total  figure  shown  on  the  tax  return  and 
knowing  what  it  is  without  reference  to  the  other 
books  and  records  of  the  companies  and  corpora- 
tions. 

Q.  In  other  words,  the  reason  that  these  receipts 
didn't  get  on  the  tax  returns  was  that  they  never 
got  in  the  books;  isn't  that  right? 
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A.  I  think  it  is  safe  to  say  that  that  is  one  of 
the  reasons,  yes,  sir. 

Q.  Well,  if  they  had  been  entered  in  the  books 
and  [988]  had  appeared  in  the  totals  which  were 
entered  in  the  tax  returns,  then  it  would  have  ap- 
peared in  the  tax  return  and  the  tax  would  have 
been  paid,  isn't  that  right? 

A.  I  assume  it  would  have  been,  yes,  sir;  it 
AYOuld  have  had  a  much  better  chance,  at  any  rate. 

Q.  Yes,  I  see.  You  have  testified,  for  example, 
to  various  checks  and  currency  of — referring  you 
to  Plaintiff's  Exhibit  235,  these  are  what  type  of 
items  on  this  exhibit? 

A.  These  represent  payments  for  butter  sales 
by  Issaquah  Creamery. 

Q.  And  those  payments  never  got  on  the  books 
of  Issaquah  Creamery? 

A.     No,  sir;  they  did  not. 

Q.  And  not  getting  on  the  books,  they  were  not 
included  in  the  totals  of  sales  that  were  finally  en- 
tered in  the  journals  of  Mr.  Erickson? 

A.     No,  sir;  they  were  not. 

Q.  And  in  putting  in  the  totals  of  sales  in  Mr. 
Erickson's  journals,  they  were  not  in  the  totals  on 
the  tax  returns? 

A.     No,  sir;  they  were  not. 

Q.  And  you  testified  to  various  receipts  from 
Time  Oil  Company  for  gasoline  rebates;  did  they 
ever  get  on  the  books  of  the [989] 

A.  (Interposing)  As  near  as  I  could  determine, 
they  did  not,  no,  sir. 
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Q.  And,  not  getting  on  the  books,  they  never  got 
in  the  totals  of  Mr.  Erickson's  journal'? 

A.     That  is  right. 

Q.  And  is  the  same  thing  true  of  Holly  Sugar 
payments  % 

A.  Those  were  not  listed  in  the  books  and  there- 
fore, I  think  not  included  in  the  tax  return  totals. 

Q.     And  the  same  thing  of  Amalgamated  Sugar? 

A.     The  same  thing  is  true. 

Q.  And  the  same  is  true  of  the  Darigold  checks 
checks  that  were  not  entered  in  the  books'? 

A.     That  is  correct,  yes,  sir. 

Q.  And  referring  you  now  particularly  to  Ex- 
hibit 209, — exhibit  209  is  a  check  of  Renton  Ice 
and  Ice  Cream  Company,  signed  by  Mr.  Schneider 
and  Mr.  Taylor?  A.     Yes,  sir. 

Q.  Do  you  recall  what  that  check  was  issued 
for? 

A.  I  believe  it  was  issued  in  payment  for  a 
Hanson  Freezer. 

Q.  And,  as  far  as  you  know,  it  was  a  perfectly 
legitimate  [990]  transaction? 

A.  Well,  it  was  legitimate  so  far  as  Renton  Ice 
and  Ice  Cream  was  concerned,  yes,  sir. 

Q.  That  is  what  I  mean.  They  w^re  paying  for 
equipment  that  they  had  purchased  from  Issaquah 
Creamery  Company? 

A.     That  is  what  I  have  been  told,  yes,  sir. 

Q.  So  that  there  was  nothing  improper  about 
Mr.  Schneider  and  Mr.  Taylor  issuing  a  check  to 
pay  for  this  amount?  A.     No,  sir. 
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Q.  But  it  never  did  get  on  the  books  out  at  Issa- 
quah,  did  it "?  A.I  don't  believe  it  did. 

Q.  And  not  getting  on  the  books  out  at  Issa- 
quah,  it  never  got  into  the  total  figures  on  Mr. 
Erickson's  journal*?  A.     No,  sir. 

Q.  And  there  was  nothing  in  the  nature  of  the 
total  figures  of  Mr.  Erickson's  journal,  or  in  the 
monthly  tapes  that  were  given,  which  would  indi- 
cate to  Mr.  Taylor  that  that  check  had  not  gotten 
into  the  receipts  of  Issaquah  Creamery? 

A.  Standing  alone,  the  tapes  wouldn't  show,  one 
way  or  another,  no,  sir.  [991] 

Q.  Mr.  Eppler,  is  the  same  thing  true  of  the 
checks  in  Plaintiff's  Exhibit  200  which  are  various 
other  Renton  checks  to  Issaquah  Creamery;  so  far 
as  Issaquah  Creamery  is  concerned,  they  never  got 
on  the  books? 

A.  That  is  correct,  and  these  appear  to  have 
been  a  bona  fide  payment  for  merchandise  by  Ren- 
ton  Ice  and  Ice  Cream  Company. 

The  Court:  Those  are  all  drawn  in  favor  of 
Issaquah  ? 

The  Witness:  I  believe  they  are,  yes,  sir,  in 
Exhibit  200. 

Q.  (By  Mr.  LeSourd  continuing) :  They  are 
perfectly  bona  fide  payments  so  far  as  Renton  Ice 
went ;  when  they  got  out  to  Issaquah  they  never  got 
on  the  books? 

A.     They  didn't  get  on  the  books  which  I  saw. 

Q.  Yes;  I  mean,  to  the  best  of  your  knowledge, 
is  what  I  am  asking,  Mr.  Eppler. 
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A.  Well,  I  have  reason  to  believe  that  there 
must  have  been  some  other  books  on  which  they 
were  listed,  but  I  didn't  see  those  books. 

Q.  But  none  of  the  books  that  we  are  working 
with  here  contained  them?  A.     No,  sir.  [992] 

Q.  And  they  didn't  get  into  the  monthly  totals 
on  Mr.  Erickson's  journal?  A.     No,  sir. 

Q.     Is  the 

Mr.  Le  Sourd :    Cut  that. 

Q.  (By  Mr.  Le  Sourd  continuing)  :  There  was 
testimony  here  by  Miss  Neukirchen  with  regard  to 
sales  of  ice  cream  which  likewise  were  not  entered 
in  the  books.  If  those  ice  cream  sales  had  been  en- 
tered in  the  Issaquah  books,  where  would  they  have 
been  entered? 

A.  I  believe  they  would  have  been  entered  im- 
der  Sales. 

Q.  And  would  they  then  have  gone  into  the  daily 
summary  sheets  in  Plaintiff's  Exhibit  244? 

A.    Yes,  sir. 

Q.  As  sales?  And  then,  as — then  they  would 
have  been  part  of  the  total  sales  figure  that  went 
from  her  to  Mr.  Erickson's  journal? 

A.    Yes,  sir. 

Q.  And  there  was  nothing  in  that  total  figure 
that  went  into  that  journal,  or  went  into  the 
monthly  adding  machine  tapes  to  Mr.  Taylor,  that 
would  indicate  that  those  ice  cream  sales  were  not 
being  recorded  on  the  books,  was  there? 

A.     So  far  as  I  know,  no,  sir.  [993] 

I  should  say  that  I  haven't  seen  many  of  these 
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adding  machine  tapes,  and  haven't  made  any  efforts 
to  see  what  is  actually  listed  on  them.  As  I  mider- 
stand  this  system,  what  you  say  is  correct. 

Q.     As  far  as  you  know,  that  is  correct? 

A.     Yes,  sir. 

Q.  Is  the  same  thing  true  of  the  Daisy  Ice 
Cream  sales,  where  the  testimony  shows  that  the 
charge  sales  were  put  in  the  Issaquah  books  but 
the  cash  sales  were  never  entered? 

If 

A.     I  am  sorry,  it  is  the  same  thing. 

Q.     Let  me  expand  it. 

If  those  Daisy  cash  sales  had  been  entered  in 
these  books,  they  would  likewise  have  gone  into  the 
daily  summary  sheets.  Plaintiff's  Exhibit  244, 
would  they  not? 

A.     If  they  were  listed  in  there,  yes,  sir. 

Q.  And  likemse,  they  would  have  gone  into  the 
sales  totals  in  Mr.  Erickson's  journals? 

A.     I  would  think  so,  yes,  sir. 

Q.  And  there  is  nothing  in  the  totals  in  Mr. 
Erickson's  journal  that  would  indicate  that  the 
Daisy  Ice  Cream  sales  had  been  omitted,  is  there? 

A.  From  an  examination  of  the  sales  journal 
standing  alone,  no,  sir.  [994] 

Q.  With  further  respect  to  Daisy  Ice  Cream, 
Mr.  Forster  bought  that  in  1944,  did  he  not? 

A.     That  is  my  understanding,  yes,  sir. 

Q.  Did  you  learn  that  Mr.  Taylor  had  been  do- 
ing accounting  for  the  previous  owner  of  that 
business?  A.     I  was  told  that,  yes,  sir. 
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Q.  And  did  you  not  also  'find  that  from  the  time 
Mr.  Forster  bought  that  business,  Mr.  Taylor  no 
longer  received  any  fee  for  accounting  for  that 
business  ? 

A.  I  have  no  knowledge  of  any  such  receipts,  no, 
sir. 

Q.  In  your  investigation,  you  found  no  such 
receipts?  A.     No,  sir. 

Q.  Also,  in  your  investigation  of  Daisy,  you 
found  no  work  papers  or  ledgers  or  balance  sheets, 
or  other  work  by  Mr.  Taylor  on  Daisy  Ice  Cream 
Company  until  it  was  put  into  Arctic  Gardens  in 
the  middle  of  1949,  isn't  that  correct? 

A.  Well,  I  never  found  any  papers  for  Daisy 
Ice  Cream  or  Alpine  Ice  Cream  Company,  Unincor- 
porated, by  Mr.  Taylor,  no,  sir. 

Q.  So  that  there  was  no  indication  that  Mr. 
Taylor  had  done  any  work  on  that  business  at  all 
after  Mr.  Foster  took  it  over  until  it  was  put  into 
Arctic  [995]  Gardens  in  1949? 

A.     Not  to  my  knowledge,  no,  sir. 

Q.  Did  you  not  also  find  that  the  Daisy  Ice 
Cream  information  on  their  sales  and  receipts  was 
sent  directly  by  Mr.  Rygg  at  Daisy  out  to  Issaquah  ? 

A.  That  is  the  testimony  Mr.  Rygg  gave,  yes, 
sir. 

Q.  Handing  you  Plaintiff's  Exhibit  150,  these 
are  checks  of  Finstad  and  Utgard  to  Issaquah 
Creamery  Company,  are  they  not? 

A.    Yes,  sir. 

Q.     You  recall  the  purpose  of  those  checks? 
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A.  My  recollection  is  that  they  were  for  gaso- 
line or  tires  or  calendars,  or  some  minor  type  of 
supplies,  something  not  ordinarily  used  in  the  busi- 
ness. 

Q.  Did  you  find  anything  to  indicate  that  they 
were  not  proper  and  valid  expenses  of  Finstad  and 
Utgard?  A.     No,  sir. 

Q.  So  that  the  payment  and  the  issuance  of 
these  checks  by  Finstad  and  Utgard  was,  so  far  as 
you  know,  entirely  proper?  A.     Yes,  sir. 

Q.  But  when  they  reached  Issaquah,  they  were 
not  entered  in  the  books;  is  that  not  right?  [996] 

A.     That  is  correct,  yes,  sir. 

Q.  And  if  they  had  been  entered  in  the  books, 
they  would  have  been  entered  as  receipts  of  some 
kind  or  another? 

A.     I  assume  that  they  would  have,  yes,  sir. 

Q.  And  as  such,  would  have  entered  into  the 
totals  that  appeared  in  Mr.  Erickson's  journal? 

A.     I  believe  so,  yes,  sir. 

Q.  And  from  examining  those  totals,  there 
would  be  nothing  to  indicate  that  these  checks  had 
not  been  properly  recorded  in  the  books? 

A.  Standing  alone,  no,  sir,  you  wouldn't  be  able 
to  tell  by  looking  at  the  total  figures. 

Q.  Yes,  unless  you  had  some  further  informa- 
tion? A.     That  is  correct. 

Q.  The  various  Casein  sales  that  have  been  tes- 
tified to  here,  isn't  the  same  thing  true  there,  that 
they  were  not  entered  in  the  books,  and  thus  did 
not  get  into  these  total  sales  figures? 
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A.     That  is  correct,  yes,  sir. 

Q.  With  regard  to  the  deduction  of  business  ex- 
penses as — with  regard  to  the  deduction  as  lousiness 
expense  of  personal  items  of  Mr.  Forster,  Mr. 
Erickson  said,  I  believe  you  testified,  that  this  was 
a  practice  they  had  developed'?  [997] 

A.     That  is  something  like  what  he  said,  yes,  sir. 

Q.  Did  not  Mr.  Erickson  also  say  that  he  could 
not  recall  ever  discussing  any  of  these  with  Mr. 
Taylor? 

A.     I  believe  he  said  that,  yes,  sir. 

Q.  And,  did  he  not  also  say  that  he  had  not 
asked  Mr.  Taylor's  advice  as  to  any  of  these? 

A.     I  believe  he  said  that,  yes,  sir. 

Q.  In  fact,  Mr.  Eppler,  didn't  Mr.  Erickson  say 
to  you  that  at  no  time  did  he  ask  advice  from  Mr. 
Taylor  on  accounting  matters? 

A.  I  may  have.  I  don't  recall  his  being  that 
specific. 

Q.    You  have  his  statement  there? 

A.    Yes,  sir. 

Q.     I  refer  you  to  Question  231. 

A.     For  which  date,  sir? 

Q.  I  am  sorry.  Well,  I  do  not  have  the  particu- 
lar date,  Mr.  Eppler,  because  I  do  not  have  a  com- 
plete copy  of  his  statement,  but.  Question  231,  I 
believe — I  will  ask  you  whether  or  not  Mr.  Erick- 
son— you  did  not — or  Mr.  Marx  did  not — ask  Mr. 
Erickson  this  question: 

''And  yet  at  no  time  did  you  ask  advice  from  Mr. 
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[998]    Taylor  on  accounting  matters,  is  that  cor- 
rect?" 

And  that  he  answered: 

''Yes,  it  is  probably  correct." 

A.  Yes,  I  asked  such  a  question,  and  Mr.  Erick- 
son  made  such  an  answer. 

Q.  Now,  with  respect  to  the  changes  that  were 
made  in  the  work  sheet  of  Mr.  Taylor  for  Issaquah 
Creamery  Company  at  the  end  of  1949,  the  testi- 
mony here,  I  believe,  has  shown,  has  it  not,  that 
there  were  certain  changes  made  in  the  journals 
kept  by  Mr.  Erickson  for  the  months  of  November 
and  December,  1949,  of  Issaquah  Creamery  Com- 
pany? A.    Yes,  sir. 

Q.  And  then  there  has  been  some  testimony  as 
to  what  happened  when  Mr.  Taylor  came  out  to 
Issaquah  in  January  of  1950  to  work  on  the  1949 
statement  of  Issaquah  Creamery  Company? 

A.  Either  the  end  of  January  or  near  the  first 
of  February.   Approximately  that  time,  yes,  sir. 

Q.  I  was  simply  asking  the  question,  there  has 
been  some  reference  to  it?  A.    Yes,  sir. 

Q.  With  respect  to  the  date,  didn't  all  parties 
agree  in  talking  to  you  that  it  was  either  the  very 
last  of  January,  or  first  of  February?  [999] 

A.  They  were  in  agreement  on  that  point,  yes, 
sir. 

Q.  And  both  Mr.  Forster  and  Mr.  Taylor's  state- 
ments indicated  that  at  that  time  Mr.  Forster  ob- 
jected that  the  income  was  too  high? 

A.     Yes,  sir. 
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Q.  And  you  received  contradictory  statements, 
I  believe,  from  Mr.  Erickson  and  from  ^Ir.  Taylor 
as  to  what  happened  after  that  time? 

A.    Yes,  sir. 

Q.  Now,  Mr.  Erickson  said,  did  he  not,  that 
after  this  time,  acting  on  instructions,  I  think  he 
said,  he  set  out  to  increase  the  accounts  payable 
and  to  make  other  alterations  to  reduce  the  income 
by  about  eighty  thousand  dollars? 

Mr.  Griffin:  Just  a  moment.  Instructions  from 
whom,  please? 

Q.  (By  Mr.  LeSourd  continuing)  :  I  think  Mr. 
Erickson  stated  he  received  instructions  from  Mr. 
Taylor  to  that  effect,  did  he  not? 

A.     It  is  my  recollection  he  did,  yes,  sir. 

Q.  And  his  version  is  that  under  those  instruc- 
tions, he  set  out  to  make  those  changes  to  increase 
accounts  payable  and  these  other  alterations  to  re- 
duce [1000]  income  by  about  eighty  thousand  dol- 
lars ?  A.    Yes,  sir. 

Q.  Now,  also,  Mr.  Erickson  said  that  he  did 
this  by  increasing  milk  drafts  ten  thousand  dollars ; 
increasing  accounts  payable  to  Consolidated  Dairy 
by  fifty-one  thousand  dollars,  and  accounts  payable 
to  R.  L.  Stephenson  by  eighteen  thousand  dollars; 
isn't  that  right? 

A.     Those  are  the  items  he  mentioned,  yes,  sir. 

Q.  Those  items  total  seventy-nine  thousand  dol- 
lars, roughly? 

A.  My  recollection  is  that  it  is  slightly  more 
than  eighty  thousand. 
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Q.  Slightly  more  than  eighty  thousand ;  and  Mr. 
Erickson  said  that  he  did  this  in  February,  1950, 
didn't  he  I 

A.  He  indicated  that  it  was  in  February,  or  at 
least  sometime  after  Mr.  Taylor  had  been  out  to  the 
Issaquah  office,  either  the  last  week  in  January  or 
the  first  week  in  February,  1950. 

Q.  Yes;  you  did  find  on  examining  the  books 
that  the  R.  L.  Stephenson  account  payable  had  been 
improperly  increased  by  the  eighteen  thousand  dol- 
lars, didn't  you  I  A.    Yes,  sir.  [1001] 

Q.  Referring  you  to  Plaintiff's  Exhibit  No.  214, 
will  you  tell  us  what  that  is  ? 

A.  214  is  a  check  dated  January  10,  1950,  paid 
to  R.  L.  Stephenson  in  the  amount  $18,859.50. 

Q.  Now,  that  check  dated  January  10th  of  eigh- 
teen thousand  odd  dollars  to  Mr.  Stephenson,  cleared 
out  of  the  Issaquah  books  the  improper  eighteen 
thousand  dollar  charge  that  had  been  entered  in 
there,  did  it  not? 

A.     I  believe  it  did,  yes,  sir. 

Q.  And  does  that  check  bear  any  indication  as 
to  Avhen  it  was  deposited  in  the  bank? 

A.     Yes,  sir. 

Q.  And  when  was  that  check  deposited  in  the 
bank? 

A.  I  would  say  it  was  either  deposited  on  the 
15th  or  16th  of  January,  1950. 

It  could  have  been — it  was  either  the  16th  or 
prior  to  that  time.  It  was  cancelled  by  the  bank  on 
that  date. 
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Q.  In  other  words,  the  check  is  dated  January 
10,  1950,  and  it  cleared  through  the  bank  by  Janu- 
ary 16th,  1950?  A.     Yes,  sir. 

Q.  So  that  this  eighteen  thousand  dollar  R.  L. 
Stephenson  improper  entry,  Mr.  Erickson  said  to 
[1002]  you  that  he  made  in  Febiiiary,  1950,  or  after 
Mr.  Taylor  came  out  at  the  end  of  January,  as  one 
of  these  items  that  he  corrected  on  Mr.  Taylor's 
instructions,  that  was  not  only  entered  in  the  Issa- 
quah  books  prior  to  the  middle  of  January,  1950, 
but  was  cleared  out  of  the  books  by  the  deposit  of 
this  check  prior  to  the  middle  of  January,  1950, 
wasn't  it? 

A.  Well,  it  cleared  through  the  bank  either  on 
or  before  January  16th. 

Q.     Well,  say  January  16,  1950 ;  isn't  that  right  ? 

A.     Yes,  sir. 

Q.  So  that  Mr.  Erickson's  statement  about  this 
matter  contradicts  this  documentary  evidence  that 
is  in  evidence  in  this  case? 

Mr.  Griffin:  Objected  to  as  argiunentative,  if 
the  Court  please. 

The  Court:     Objection  sustained. 

Mr.  Le  Sourd:    Very  well. 

Q.  (By  Mr.  LeSourd  continuing)  :  I  hand  you, 
Mr.  Eppler,  Plaintiff's  Exhibit  259  which  is  Mr. 
Taylor's  work  sheet  for  the  Issaquah  Cr(^ameiy 
Company  for  the  end  of  January,  1949. 

This  is  the  work  sheet  that  contains [1003] 

Mr.  Cox  (Interposing) :     December. 

Q.     (By  Mr.  LeSourd  continuing)  :     At  the  end 
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of  the  yesLY,  1949,  and  this  is  the  work  sheet  that 
contains  the  changes  we  are  talking  about  just 
previously  ? 

A.     It  contains  some  of  them,  yes,  sir. 

Q.  It  contains  the  Consolidated  Dairy  change 
and  the  milk  draft  change,  does  it  not? 

A.     Yes,  sir. 

Q.  And  does  not  show  any  R.  L.  Stephenson 
change,  does  it  I  A.     No,  sir. 

Q.  Now,  the  changes  in  the  Consolidated  Dairy 
and  the  milk  draft  accounts  on  that  work  sheet  are 
not  concealed  in  any  way,  are  they?  They  are  writ- 
ten right  out  in  a  separate  column  as  changes,  aren't 
they? 

A.  They  are  ^vritten  in  a  separate  column,  yes, 
sir. 

Q.  So  that  anyone  looking  at  this  immediately 
flags  the  particular  items  which  entered  into  the 
changes  made  on  this  work  sheet  ? 

A.  Well,  the  figures  are  written  in.  You  can't 
tell  what  they  are  from  looking  at  the  work  sheet, 
however. 

Q.  No,  but  the  figures  are  there  for  anybody  to 
[1004]  see  and  to  make  inquiry  about;  there  is  no 
attempt  on  that  work  sheet  to  conceal  those  figures, 
is  there? 

A.     They  are  written  on  the  work  sheet,  yes,  sir. 

Q.     As  separate  figures? 

A.     In  a  separate  column,  yes,  sir. 

Q.  Yes;  now,  there  was  testimony  here,  there 
were  questions  asked  —  excuse  me  —  about  the 
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changes  which  Mr.  Taylor  made  in  his  ledger  for 

the  year  1949  to  reflect  these  changes  on  the  Vvork 

sheet. 

Now,  those  changes  made  hy  Mr.  Tajdor  on  his 
ledger  are  so  that  it  reflected  accurately  the  jour- 
nals that  Mr.  Erickson  had  kept  at  Issaquah,  isn't 
that  right  f  A.     Yes,  sir. 

Q.  And  also  reflected  accurately  the  changes  that 
were  made  on  his  annual  work  sheet  for  the  entry 
of  these  figures  in  these  separate  columns'? 

A.     Well,  the  same  changes  were  made,  yes,  sir. 

Q.  And  the  income  tax  return,  Mr.  Eppler,  of 
Issaquah  Creamery  Company  for  the  year  1949,  can 
you  by  examining  Plaintiff's  Exhibit  14,  tell  me 
when  that  was  filed  with  the  Collector  of  Internal 
Revenue?  A.    March  14,  1950. 

*****   [1005] 

Q.  (By  Mr.  Keesling)  :  You  recall,  do  you  not, 
Mr.  Eppler,  that  you  testified  that  Mr.  Hans  Forster 
informed  you  that  his  employees  at  various  times 
brought  numerous  items  to  him  and  said  that  they 
had  no  place  to  record  them?  [1039] 

A.    Yes,  I  recall  that. 

Q.  Do  you  recall  whether  he  mentioned  specifi- 
cally that  Mr.  Erickson  was  one  of  those  that 
brought  items  to  him? 

A.  Yes,  he  specifically  mentioned  Mr.  Erickson 
as  one  of  the  employees  who  brought  items  to  him. 
*****   [1040] 

Q.  Referring  to  the  Hopper-Kelly  check.  Ex- 
hibit 152.  The  Hopper-Kelly  check  has  reference  to 
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the  Television  set.  I  believe  I  have  marked  the  place 

there  to  help  you  find  it  easily .^ 

The  Court:     What  is  the  number? 

Mr.  Keesling:     I  believe  it  is  152. 

The  Witness:     Yes,  it  is  152. 

A.  The  check  itself  is  dated  May  18,  1949.  The 
dollar  amount  is  $678.66.  The  check  number  is 
B-1934.  Under  date  of  May  10,  in  the  check  regis- 
ter, the  payee,  [1073]  check  number  and  dollar 
amount  are  all  identical  to  the  check.  It  is  charged 
to  plant  expense,  account  9. 

Q.  The  payee  in  the  check  register  and  on  the 
check  are  identical?  A.     Yes. 

Q.  I  show  you  Exhibit  160.  This  is  a  Ryan  Cad- 
illac check,  I  believe  we  have  marked  that  one  m 
the  appropriate  check  register. 

A.  The  check  in  question  is  No.  B-174:3.  It  is 
dated  August  28,  1947.  The  amount  is  $3,650.  It  is 
listed  in  the  check  register  under  August  14th.  The 
payee,  the  check  number,  and  the  dollar  amounts 
correspond.  It  is  charged  to  account  20,  which  I 
believe  is  truck  expense. 

Q.  The  payee  on  the  check  and  in  the  check 
register  is  identical  ?  A.    Yes,  sir. 

Q.  I  show  you  Exhibit  192  and  193.  They  com- 
prise  

Mr.  Moriarty:     190? 

Mr.  Keesling:     192  and  193. 

Q.  (By  Mr.  Keesling  continuing)  :  They  com- 
prise the  Thurston  Laundry  checks.  Would  you 
pick  out  one  of  those  two  checks — one  check — and 
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find  it  in  the  appropriate  [1074]  check  register? 

In  that  group  could  be  included  194.  It  hapi^ens 
to  be  another  Thurston  Laundry  check. 

A.     All  right.  Do  you  just  want  one  check'? 

Q.    Yes. 

A.  There  are  several  here.  I  vAW  x)ick  the  one 
in  Exhibit  193,  the  first  one,  which  I  believe  is 
dated  May  10,  1946.  It  is  check  No.  7368.  The  dollar 
amount  is  $69.76. 

Q.     And  the  payee  on  the  check? 

A.     These  are  all  Thurston  Laundry. 

Q.     And  the  payee  sho^\^l  on  the  check  register? 

A.     I  haven't  found  it  in  the  check  register  yet. 

Q.  Oh,  excuse  me.  To  save  time,  my  questions 
refer  merely  to  the  name  of  the  payee  on  the  check 
and  the  name  as  shown  on  the  check  register.  It 
may  save  time  to  just  limit  it  to  that. 

A.  All  right,  I  have  examined  all  these  checks 
and  the  payee,  both  on  the  checks  and  in  the  check 
register,  do  correspond.  They  may  be  abbreviated 
slightly  in  the  cash  register — check  register,  because 
of  limited  space,  but  you  can  tell  they  are  the  same 
checks. 

Q.  I  show  you  Exhibit  228  and  183,  a  group  of 
checks,  one — they  all  concern  jewelry  purchases. 
One  refers  to  Ben  Bridge,  and  the  other  to  Jensen 
and  [1075]  Nielsen.  228  is  Jensen  and  Nielsen,  and 
183  is  Ben  Bridge.  Are  the  names  on  those  checks 
shown  exactly  in  the  same  mamier  on  the  check 
register  as  you  have  examined  them? 

A.     They  may  not  be  shown  in  exactly  the  same 
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maimer,  but  they  are  similar  enough  that  you  can 

tell  they  are  the  same  checks. 

I  would  say,  without  examining  them,  that  they 
are  identical. 

Q.  Referring  to  Exhibit  175,  made  out  to  Nile 
Temple,  have  you  checked  that  in  the  check  regis- 
ter and,  if  you  have,  can  you  state  whether  or  not 
the  payee,  as  shown  in  the  check  register,  is  exactly 
as  shown  on  the  check? 

A.     I  believe  it  is,  yes,  sir. 

Q.  I  show  you  Exhibit  180.  This  represents  a 
group  of  checks  made  out  to  Klopfenstein's,  by  Al- 
pine Dairy,  signed  Hans  Forster. 

The  Court:  Do  you  propose  to  ask  the  same  ques- 
tions on  all  these? 

Mr.  Keesling:  There  are  just  two  or  three  more, 
and  I  want  to  ask  him  to  look  up  two  or  three  of 
that  grou]D  of  checks  of  Klopfenstein  checks. 

Q.  (By  Mr.  Keesling  continuing)  :  You  have 
traced  those  into  the  [1076]  check  register,  have 
you  not?  A.     Yes,  I  have. 

Q.  And  does  the  name  Klopfenstein  show  on  the 
check  register  of  Harold's  books?  A.    Yes. 

Q.     Exactly  as  shown  on  the  check? 

A.     I  believe  so. 

Q.  Referring  to  Plaintiff's  Exhibit  176,  a  check 
made  out  to  Providence  Hospital.  You  have  exam- 
ined that  and  traced  it  into  the  appropriate  check 
register  ?  A.     Yes,  sir. 

Q.    And  does  the  name  on  the   check  register 
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show  exactly  as  it  does  on  the  check,  Providence 

Hospital^  A.     I  believe  it  does. 

Q.  I  show  you  Exhibit  231,  a  check  made  out  to 
Dana  R.  Hillary.  You  have  traced  that  into  the 
appropriate  check  register,  have  you  not? 

A.    Yes. 

Q.  And  does  it  show  on  the  check  register  the 
name  of  the  payee  exactly  as  shown  on  the  check? 

A.     I  believe  it  does,  yes,  sir. 

Q.  Would  it  be  a  true  and  correct  statement  to 
say  that  of  all  the  checks  written  by  Harold  for 
Issaquah  [1077]  Creamery  that  he  recorded  in  the 
check  register,  the  name  of  the  payee  exactly  as 
it  was  shown  on  the  check? 

Do  you  know  of  any  instance  where  that  would 
not  be  correct? 

A.  Of  the  ones  that  I  have  examined,  you  can 
tell  from  looking  at  the  check  register  that  the 
checks  in  question  are  the  same. 

Q.  ISTow,  concerning  your  statement  that  the  en- 
tries in  these  check  register — any  of  them  could 
be  a  business  expense — would  you  explain  that  to 
the  jury,  just  what  you  mean  by  that? 

For  instance,  the  Klopfenstein  check, — well,  you 
could  start  with  the  insurance  check.  How  could  the 
insurance  check  be  a  business  expense? 

A.  Oh,  large  firms  have  all  kinds  of  insuraneo 
expenses.  From  looking  at  the  check  registers  and 
the  name  of  the  payee,  there  is  no  Avay  of  telling 
it  is  not  a  business  expense.  You  have  to  have  other 
information  to  know  that. 
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On  Klopf  enstein's 

Q.     (Interposing)  :  I  will  ask  you  as  we  go  along. 

A.     Oh,  excuse  me. 

Q.  Now,  I  would  like  you  to  say  more.  Now,  in 
respect— — 

The  Court  (Interposing) :  I  wonder  if  [1078] 
instead  of  taking  time,  we  can't  cover  all  those,  Mr. 
Keesling,  in  a  narrative  answer? 

Mr.  Keesling:  Well,  there  are  certain  ones  I 
want  to  ask  particularly  about. 

Q.  (By  Mr.  Keesling  continuing)  :  ^in  re- 
spect to  the  check  for  Ed's  Kennels'? 

A.  Any  large  company  might  make  payments  to 
a  Kennel  where  it  would  be  some  type  of  a  business 
expense.  A  common  example  would  be  if  they  had 
sold  something  to  the  Kennels  and  there  was  some 
price  adjustment.  They  might  make  a  payment  on 
that  basis,  or  any  number  of  hundreds  of  other  cir- 
cumstances, where  it  would  be  a  proper  pay-out  by 
the  company  and  a  proper  business  deduction  to 
the  company,  especially  a  large  company. 

Q.  Now,  with  respect  to  grouping  them  together, 
the  checks  to  the  stock  brokers,  Merrill,  Lynch,  and 
Jordan,  one  was  butter  futures,  and  the  other  was 
stock,  is  there  a  statement  in  respect  to  that? 

A.  If  it  is  a  corporation,  the  corporation  itself 
might  be  buying  and  selling  stock  as  a  part  of  its 
operation.  If  it  were  an  individual,  I  think  that  that 
would  raise  some  question  immediately.  However, 
it  could  quite  easily  be  a  proper  expenditure,  even 
in  [1079]  an  individual's  business  operations,  if  it 
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is  a  large  business.  As  an  example  of  that,  even  in 
a  large  business  individually  owned,  the  business 
itself  might  be  buying  and  selling  stocks  and  bonds 
as  a  part  of  the  business  operation,  in  which  case 
it  would  quite  properly  be  a  business  deduction  for 
the  firm. 

Q.  Now,  in  light  of  your  statement,  how  about 
the  Hopper-Kelly  check  for  the  television? 

A.  The  same  is  true  of  all  these  checks,  I  be- 
lieve. 

Q.     Is  the  same  true  of  Ryan-Cadillac? 

A.     It  could  be. 

Q.     And  how  about  Thurston  Laundry? 

A.     The  same  is  true  of  Thurston  Laundry. 

Q.     Now,  how  about  the  jewelry  account  checks? 

A.  If  you  knew  that  these  were  jewelry  com- 
panies and  you  were  examining  the  books,  your  cur- 
iosity might  be  aroused,  but  if  you  don't  happen  to 
know  that  Jensen  and  Nielsen  is  in  the  business  of 
selling  jewelry,  or  Ben  Bridge  is  in  the  business  of 
selling  jewelry,  from  looking  at  the  check  register, 
there  would  be  no  way  of  knowing  that;  but,  even 
if  you  knew  that  they  were  jewelers,  a  large  lousi- 
ness might  have  that  expense  as  a  proper  business 
deduction.  It  would  depend  on  what  the  circum- 
stances were.  [1080] 

Q.  How  would  you  explain  the  check,  Exhibit 
231,  to  Dr.  Hillary? 

A.  There  might  be  any  number  of  explanations. 
A  very  common  explanation  would  be  that  an  em- 
ployee might  have  been  injured  while  he  was  on 
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duty,  and  the  employer  send  him  to  a  doctor  and 

pay  his  doctor  bills  at  a  later  time. 

Q.  Would  the  same  explanation  hold  true  rela- 
tive to  the  Providence  Hospital  check? 

A.     Yes,  it  would. 

Q.  The  checks  which  contain  the  payee's  name 
as  Nile  Temple,  how  would  that  be  explained,  or 
Myrtle  Lodge? 

A.  It  could  be  explained  a  number  of  ways.  A 
common  explanation  might  be  that  the  members  of 
the  business  firm,  or  some  of  its  employees,  might 
be  members  of  those  groups  and  they  might  have 
made  a  contribution  to  it,  or  any  number  of  other 
things. 

Q.  What  would  your  explanation  be  in  light 
of  your  statement  relative  to  this  check  for  travel 
expense  of  Mr.  Fox  of  the  Travel  Agency? 

A.  All  the  check  says  is  Douglas  Fox,  and 
doesn't  say  ''travel",  but  even  if  it  said  "Travel 
Agency",  it  frequently  happens  that  large  firms 
send  employes  to  conventions,  or  business  trips. 
When  they  do,  it  could  be  a  travel  expense.  This 
could  easily  be  [1081]  an  example  of  that. 

Q.  Referring  to  Exhibit  182,  the  check  to  the 
Washington  Athletic  Club,  what,  if  anything,  would 
be  your  explanation  of  that  being  a  business  ex- 
pense ? 

A.  It  could  have  easily  been  some  sort  of  pro- 
motional matter,  or  the  company  might  have  rented 
space  and  they  would  make  some  kind  of  a  dairy 
display  or  have  a  conference  or  something  of  that 
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sort.  There  are  any  number  of  possibilities  where 
it  could  properly  be  a  business  deduction,  and  a 
business  expense. 

Q.  With  respect  to  the  AYashington  Athletic 
Club,  do  you  recall  questioning  Harold  a])out  that 
particular  check  ?  A.    Yes,  I  do. 

Q.     Do  you  recall  what,  if  anything,  was  said? 

A.     Yes,  I  do. 

Q.  Would  you  tell  the  Jury  generally  what  you 
and  Harold  talked  about  when  you  talked  about 
that  Washington  Athletic  Clul)  check  *? 

A.  I  believe  I  talked  to  him  about  it  twice.  The 
first  time,  he  simply  said  it  was  a  personal  expense 
of  Mr.  Forster.  The  second  time 

Q.     (Interposing):     Can  you  recall  the  date? 

A.  It  was  either  March  7th  or  March  8th,  1951. 
[1082]  The  second  time  I  talked  to  him,  I  asked 
him  more  or  less  the  same  question  again.  He  said 
that  it  was  for  the  wedding  reception  expense  of 
one  of  the  daughters  of  Mr.  Forster.  I  asked  him 
if  he  thought  it  was  a  proper  business  deduction. 
I  think  also  that  I  asked  him  why  he  had  charged 
it  to  Advertising,  and  he  said  he  charged  all  pay- 
ments of  Washington  Athletic  Club  to  Advertising, 
and  I  asked  him  if  he  thought  it  were  a  proper 
business  deduction  for  the  business,  and  he  said 
'Ves",  that  he  did,  that  he  was  present. 

Q.  Do  you  recall  anything  else  he  said  in  Oc- 
tober of  1950,  October  24th? 

A.    I  don't  presently  recall  anything  about  it, 
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but  he   might   easily  have   made   some   comments 

about  it. 

Q.  Do  you  recall  asking  this  question,  Number 
208,  and  this  date,  I  believe,  is  October  24,  1950, 
and  not  1951,  as  to  the  conversation: 

"I  note  here  in  February,  1949,  there  was  a  check 
for  $1,695  to  the  Washington  Athletic  Club  charged 
to  Advertising.  What  was  your  reason  for  charging 
that  to  Advertising?" 

''All  the  Washington  Athletic  Club  was  to  be 
[1083]    charged  to   Advertising." 

Did  he  answer  that  ? 

A.     Yes. 

Q.     And  the  next  question: 

"How  did  you  determine  that  was  to  be  charged 
to  Advertising,  rather  than  to  Plant  Expense  or< 
some  other  account?" 

"I  supposed  it  was  Advertising,  or  whatever  you 
might  call  it,  at  the  Athletic  Club." 

"Did  you  know  that  his  daughter  was  being  mar- 
ried at  the  time  f ' 

"Yes." 

"You  knew  that  this  was  to  pay  expenses  in  con- 
nection with  the  wedding,  didn't  youf 

''Yes." 

"Did  you  feel  that  that  was  a  proper  Advertis- 
ing Expense  for  the  corporation^" 

"It  could  have  been." 

"Did  you  feel  that  it  was?" 

"Yes,  I  did,  and  I  was  there." 
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"You  feel  that  it  was  purely  Advertising  for  the 
corporation?" 

^'Yes." 

And  did  he  not  further  infonu  you  on  further 
[1084]  questioning  that  he  was  there,  and  that  all 
the  customers  of  the  Creamery  were  there? 

A.  I  don't  recall  his  mentioning  any  customers 
of  the  Creamery.  *****  [1085] 

Q.  (By  Mr.  Keesling) :  With  respect  to  the 
Washington  Athletic  Club  entries  for  each  and 
every  month,  will  you  check  those  you  have  found 
in  the  exhibits,  the  first  one,  and  state  to  the  Jury 
whether  or  not  that  is  charged  to  Advertising? 

A.  It  is  charged  to  Account  No.  23.  If  I  may 
have  the  chart  of  accounts,  I  can  tell  you  what 
that  is. 

Q.  Will  you  compare  it  with  the  next  entry  you 
found  to  see  if  that  is  also  account  No.  23,  please? 
I  hand  you  Exhibit  258. 

A.  Yes,  the  second  one  is  also  charged  to  Ac- 
count No.  23  which  appears  on  this  schedule  of 
accounts  as  Advertising. 

Q.  And  the  books  bear  out  the  statement  of  Mr. 
Erickson  to  you  that  all  Washington  Athletic  Club 
items  were  to  be  charged  to  Advertising? 

A.     These  two  entries  do,  yes,  sir.  [1091] 

Q.  In  view  of  the  stipulation,  assuming  there 
is  an  entry  for  each  and  every  month  for  each  and 
every  year  of  the  Indictment  period,  and  with  that 
assumption  or  stipulation,  it  bears  out  the  statement 
that  all  Washington  Athletic  Club 
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Mr.  Moriarty  (Interposing) :  Objected  to  as  not 
proper  cross-examination. 

Mr.  Kessling:  I  have  in  mind  what  he  is  refer- 
ring to. 

Q,  (By  Mr.  Keesling  continuing)  :  The  stipu- 
lation relative  to  whether  there  is  an  entry  or  not 
should,  if  the  Government  is  willing,  also  contain 
the  added  provision  that  on  each  and  every  entry, 
if  there  are  such  entries,  that  it  is  charged  to  Ad- 
vertising in  every  case  throughout  the  five  years 
for  the  entire  sixty  checks,  or  sixty  months,  that 
were  paid  to  the  Washington  Athletic  Club. 

A.  Well,  I  believe  I  could  answer  your  ques- 
tion by  saying  if  they  are  listed  in  these  books  and 
charged  to  Account  23,  that  that  is  the  Advertising 
account.  I  don't  know  what  other  listings  there  are 
down  to  the  one  which  Mr.  Griffin  called  to  my  at- 
tention yesterday  and  the  one  for  covering  the 
wedding  reception.  Those  are  the  only  ones  I  have 
seen  in  these  books.  That  is  [1092]  a  total  of  four 
entries.  *****  [1093] 

Mr.  Griffin:  It  may  be  that  I  can  offer  a  stipu- 
lation now,  if  the  Government  wants  to  take  my 
statement  for  this. 

While  this  examination  was  going  on,  I  have  ex- 
amined Exhibits  248,  213,  264,  249  and  263  and 
there  is  an  entry  in  each  and  every  month  of  a 
payment  to  the  Washington  Athletic  Club  except 
for  the  months  of  October  and  December,  1945.  I 
personally  checked  them. 
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Mr.  Moriarty:  The  Government  will  acce^^t  Mr. 
Griffin's  statement. 

Mr.  Le  Sourd:  We  accept  it. 

The  Court:  Well,  the  record  will  show  that  [1121] 
counsel  have  stipulated  as  Mr.  Griffin  has  set  forth. 

Does  the  Jury  understand  that? 

Mr.  Griffin:  There  is  one  other  thing  that  I 
might  state  to  your  Honor,  in  going  through  these, 
if  the  thing  becomes  important  later,  sometime 
Alpine  is  the  first  group,  and  in  others  Issaquah. 
There  is  no  continuity  about  it.  *  *  *  *  *   [1122] 

Q.  But  you  do  know  that  that  $1200,  no  matter 
what  Mr.  Taylor  did  to  the  work  sheet,  was  not 
reflected  in  the  income  tax  returns  for  that  year, 
prepared  by  Mr.  Taylor  for  Mr.  Forster,  don't  you  ? 

A.  Yes,  I  believe  I  have  already  testified  along 
those  lines. 

Q.  You  didn't  testify  along  those  lines  in  an- 
swering Mr.  Le  Sourd,  did  you? 

A.     He  didn't  ask  me  such  a  question. 

Q.  But  in  all  his  examination,  what  you  were 
[1131]  dealing  with  was  that  $1200  paid  by  Simon- 
son  and  Forster  to  Mr.  Forster;  that  is  what  you 
were  dealing  with,  wasn't  it,  which  was  not  disclosed 
in  Mr.  Forster's  income  tax  return? 

A.     That  is  correct.  *****  [1132] 
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WILLIAM  H.  MARX 

upon  being  called  as  a  witness  for  and  on  behalf  of 
the  Plaintiff,  and  upon  being  first  duly  sworn, 
testified  as  follows: 

Direct  Examination 

The  Clerk :  I  want  your  full  name  and  the  spell- 
ing of  your  name,  please. 

The  Witness:    William  H.  Marx. 

The  Clerk:     M-a-r-x  (spelling)'? 

The  Witness:    That  is  right. 

Q.  (By  Mr.  Patten) :  Will  you  restate  your 
full  name,  Mr.  Marx?  A.    William  H.  Marx. 

Q.     And  what  is  your  occupation,  sir? 

A.     Certified  Public  Accountant. 

Q.  Would  you  speak  up  a  little  louder,  please, 
sir.  In  what  state  are  you  certified? 

A.     Washington. 

Q.     When  were  you  certified?  A.     1949. 

Q.     Where  is  your  office,  Mr.  Marx? 

A.     Smith  Tower. 

Q.  How  long  have  you  been  in  public  account- 
ing?  [1207] 

A.     Since  December  of  1951. 

Q.  What  was  your  occupation  prior  to  becoming 
a   certified   public  accountant? 

A.     Internal  Revenue  Agent. 

Q.  How  long  were  you  an  Internal  Revenue 
Agent  ? 

A.     From  January,   1946,   to  December,  1951. 

Q.  And  what  was  your  occupation  x^rior  to  be- 
coming an  Internal  Revenue  Agent? 
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A.  I  was  in  the  Army  for  eight  months  and 
prior  to  that,  I  was  with  the  American  Potash  and 
Chemical  Corporation  in  California  for  five  years. 

Q.     What  did  you  do  in  California  1 

A.     Accomiting  work. 

Q.     Where  were  you  educated,  sir? 

A.     Seattle  University. 

Q.     When  did  you  graduate,  sir? 

A.     June,  1939. 

Q.  And  what  was  your  major  academic — what 
degree  did  you  receive  there? 

A.  Bachelor  of  Arts  in  Business  Administra- 
tion. 

Q.     And  what  was  your  major,  sir? 

A.     Economics. 

Q.  Do  you  know  Mr.  Hans  Forster,  one  of  the 
Defendants  in  these  proceedings?  [1208] 

A.     Yes. 

Q.     Do  you  know  Mr.  L.  Hicks  Taylor? 

A.     Yes. 

Q.     And  do  you  know  Mr.  Harold  Erickson  ? 

A.     Yes. 

Q.  When  did  you  meet  each  of  these  defendants, 
starting  with  Mr.  Forster,  please? 

A.  I  met  Mr.  Forster  personally  first  on  April 
26,  1950.  However,  I  contacted  him  by  j)hone  a  few 
days  previous  to  that  time. 

Q.     And  when  did  you  meet  Mr.  Taylor? 

A.  Sometime  I  believe — first,  I  believe — some- 
time in  1948. 
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Q.     Your    first   meeting   with    Mr.    Taylor    con- 
cerned a  matter  not  directly  here  involved? 

A.     That  is  correct,  yes. 

Q.     And  when  did  you  meet  Mr.  Erickson? 

A.  In  October,  I  believe,  of  1949.  Pardon  me 
just  a  second  here. 

(Whereupon,   the  witness   referred  to   some 
papers.) 

A.  (Continuing)  No,  that  was  in  October  of 
1950. 

Q.     October,  1950?  A.     Yes. 

Q.     In  what  connection  did  you  meet  Mr.  Forster  ? 

A.  In  connection  with  an  examination  of  his  in- 
come tax  returns. 

Q.  Did  you  contact  Mr.  Forster  in  carrying  out 
this  assignment?  A.     Yes. 

Q.  What  was  the  date  of  your  first  contact  with 
Mr.  Forster?  A.     April  21,  1950. 

Q.     Would  you  tell  us — describe  that  contact. 

A.  I  telephoned  Mr.  Forster  and  identified  my- 
self as  an  Internal  Revenue  Agent  and  stated  that 
I  had  received  an  assignment  to  check — to  examine 
his  income  tax  returns ;  and  Mr.  Forster  stated  that 
— or  he  asked  me  what  returns  that  I  was  interested 
in  and  I  stated  that  my  assigmnent  was  to  examine 
all  returns  that  had  been  filed  by  him  for  any 
period  of  time  and  it  was  also  to  cover  any  returns 
filed  by  any  business  enterprise  in  which  he  had  a 
financial  interest. 

Q.     What,  if  anything,  did  Mr.  Forster  say? 

A.     He  indicated  that,  as  of  that  moment,  he  was 
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somewhat  at  a  loss  to  know  just  how  to  proceed 
with  respect  to  accounting  representation,  and  that 
he  would  call  me  back  as  soon  as  he  had  come  to 
some  decision  on  that  matter. 

Mr.  Keesling:  If  the  Court  please,  we  are  un- 
able  [1210]  to  hear  the  witness. 

Q.     (By  Mr.  Patten):     Will  you  speak  upl 

A.     I  will  try  to  do  that,  yes,  sir. 

Q.  Did  Mr.  Forster  call  you  in  accordance  with 
that  agreement?  A.     No. 

Q.    Did  someone  else  call  you?  A.    No. 

Q.    Who  was  that? 

A.  Mr.  George  Kachlein  of  the  law  firm  of 
Bogle,  Bogle  and  Gates. 

Q.  And  what  was  the  date  on  w^hich  Mr.  Kach- 
lein called  you?  A.     April  24,  1950. 

Q.  And  what,  if  anything,  did  Mr.  Kachlein 
say? 

A.  He  stated  that  he  had  been  retained  by  Mr. 
Forster  to  represent  him  in  this  matter  and  sug- 
gested that  we  meet  with  Mr.  Forster  in  Mr.  Kach- 
lein's  office  on  April  26th  at  10:00  o'clock  in  the 
morning. 

Q.  Did  you  attend  a  meeting  in  Mr  Kachlein's 
office?  A.     Yes,  on  that  date.  [1211] 

Q.     On  April  26,  1950? 

A.    That  is  correct. 

Q.     And  who  was  present  at  that  meeting? 

A.  At  the  time  I  arrived  at  10:00  o'clock  until 
10:30,  Mr.  Kachlein,  Mr.  Tremper,  of  the  account- 
ing firm  of  Touche,  Niven,  Bailey  and  Smart,  and 
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Mr.  Alkire  of  the  same  firm,  were  present  and  at 

10 :30  Mr.  Forster  came  in  and  all  the  parties  I  have 

mentioned  were  present  until  the  conclusion  of  the 

interview. 

Q.  Will  you  relate  to  the  Court  and  the  Jury 
briefly  what  transpired  at  this  conference? 

A.  With  respect  to  the  period  from  10:00  to 
10 :30,  at  which  time  Mr.  Forster  was  not  yet  in  at- 
tendance, Mr.  Kachlein  indicated  that  he  had 

Mr.  Griffin:  If  the  Court  please,  he  has  twice 
used  the  term  "indicated."  I  think  we  are  entitled 
to  the  conversation. 

Q.  (By  Mr.  Patten) :  Would  you  use  the  word 
"state"? 

A.  Mr.  Kachlein  stated  that  upon  his  advice  Mr. 
Forster  had  retained  the  accounting  firm  of  Touche, 
Niven,  Bailey  and  Smart  to  assist  in  this  matter 
and  that  they  were  in  attendance  for  that  reason 
and  that  a  power  of  attorney  would  be  filed  [1212] 
covering  their  representation  as  well  as  Mr.  Kach- 
lein's. 

Mr.  Kachlein  further  stated  that  he  had  done 
legal  work  in  the  past  for  Mr.  Forster  and  that 
for  that  reason  he  was  somewhat  conversant  with 
his  affairs. 

I  stated  that  I  had  no  knowledge  of  the  extent 
of  his  enterprises  and  Mr.  Kachlein  spent  some 
time  in  stating  the  names  of  the  different  companies 
which  have  been  discussed  here. 

Mr.  Kachlein  also  made  the  observation  that  if 
accounting  errors  had  been  made,  or  if  errors  had 
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been  made,  it  was  undoubtedly  due  to  the  sloppy 
accounting  work  of  Mr.  Hicks  Taylor. 
*****     [1213] 

Q.  Do  you  have  some  notes  that  might  refresh 
your  memory?  A.    Yes. 

Q.     All  right. 

A.  Yes;  there  is  one  point  that  I  recall  now.  I 
[1215]  asked  Mr.  Forster  as  to  how  the  information 
that  appeared  on  his  x^ersonal  tax  returns — what 
the  source  of  it  was,  whether  it  was  all  from  books 
of  account  or  from  information  from  sources  other 
than  regular  books  of  account  and  he  indicated 
that 


Q.     (Interposing)     Stated. 

A.  (Continuing)  stated  that  on  his  per- 
sonal return  there  were  books  maintained  for  the 
Alpine  Dairy.  In  other  words,  the  information  re- 
lating to  that  would  come  from  the  books  of  ac- 
count but  that  there  were  other  items  of  income 
such  as  dividends  and  interest  and  that  information 
did  not  come  from  any  books  of  account. 

So,  I  asked  him  how  his  accountant,  Mr.  Taylor, 
got  that  information,  received  that  information,  in 
connection  with  the  preparation  of  his  tax  returns 
and  Mr.  Forster  stated  that  he  personally  gave  him 
that  information.  And  then  I  stated  that  if  not 
all  items  of  income  got  in  his  tax  return,  and  these 
items  were  other  than  the  Alpine  Dairy  income 
where  the  books  were  maintained,  that  Mr.  Taylor 
could  not — I  asked  him  whether  he  considered  that 
Mr.   Taylor  could  be   responsible   for  those   omis- 
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sions  if  he  himself  was  the  only  source  of  informa- 
tion to  Mr.  Taylor  for  those  returns  and  Mr.  Fors- 
ter stated  [1216]  no,  he  did  not  consider  Mr.  Tay- 
lor would  be  responsible  if  he  was  the  source  of  that 
that  information  if  errors  had  been  made  in  that 
direction. 
*  *  *  *  *     [1217] 

The  Court:    It  may  be  admitted. 

(Plaintiff's    Exhibit    270    admitted    in    evi- 
dence.)   [1222] 

Q.  (By  Mr.  Patten)  :  Mr.  Marx,  will  you  explain 
very  briefly  what  that  is,  please,  sir  ? 

The  Court:  Before  we  go  ahead,  just  to  com- 
plete the  introduction  of  this  matter  in  line  with 
the  Govermnent's  offer,  this  document.  Ladies  and 
Gentlemen,  relates  solely  to  the  Defendant  Forster. 

That  is  the  offer? 

Mr.  Patten:     Yes,  sir. 

A.  This  Exhibit  270  is  a  list  of  all  of  the  checks 
drawn  on  a  personal  checking  account  and  a  dis- 
tribution as  to  the  type  of  expenditure. 

The  headings  in  the  Smnmary  states  household, 
clothing,  utilities,  music  lessons,  children,  and  so 
forth,  medical,  checks  drawn  to  cash,  life  insurance 
premiums  paid,  furniture  and  miscellaneous. 

Q.  (By  Mr.  Patten)  :  And  the  check  shown  on 
there  were  drawn  on  what  account,  sir? 

A.  On  the  personal  checking  account  of  Hans 
and  Evelyn  Forster  at  the  Washington  State  Bank, 
Issaquah,  Washington. 

Q.     These  are  just  ordinary  living  expenses? 
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A.    Yes. 

Q.     Tliey  were  not  charged  in  the  books  to  any 

business  expense  or  anything?  [1223] 

A.     No,  sir. 
***** 

Q.  (By  Mr.  Patten) :  Mr.  Marx,  you  are  being 
handed  the  document  marked  for  identification  as 
Plaintiff's  Exhibit  274.  Can  you  identify  that, 
please  ?  A.    Yes. 

Q.     You  can  identify  it  as  what? 

A.  It  is  a  check  register  of  the  Arctic  Gardens, 
Incorporated,  for  the  period  July,  1945,  until  May, 
1949. 

Q.  Do  you  recognize  the  handwriting  in  that 
document?  A.    Yes.  [1224] 

Q.  Do  you  recognize  it  to  be  whose  handwrit- 
ing? A.     Mr.  L.  Hicks  Taylor. 

Q.  I  hand  you  another  group  of  documents 
marked  for  identification  as  Plaintiff's  Exhibit  275 
and  ask  you  if  you  can  identify  those  documents? 

A.    Yes. 

Q.     You  can  identify  them  as  being  what? 

A.  General  ledger  sheets  of  the  Arctic  Gardens, 
Incorporated,  for  the  period  1945  to  1949. 

Q.  You  have  examined — previously  examined 
both  of  these  docimients?  A.     Yes. 

Mr.  Patten:  I  don't  propose  to  offer  these,  be- 
cause I  don't  think  they  would  serve  any  useful 
purpose. 

Q.  (By  Mr.  Patten)  :  Do  these  records  of  ex- 
hibits 274  and  275  show  that  Arctic  Gardens  was 
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indebted  to  Mr.  Forster  at  the  close  of  the  years 

1945  to  1948? 

Mr.  Griffin:  I  am  compelled  to  object  to  the 
question  without  the  documents  in  evidence  as  to 
what  they  show. 

Mr.  Patten:  If  you  prefer.  I  just  didn't  want 
to  clutter  up  the  record. 

Mr.  Griffin:    Well,  I  have  to  make  my  objection. 

Mr.  Keesling:    We  have  no  objection. 

Mr.  Le  Sourd:    No  objection. 

Mr.  Griffin:     No  objection. 

Mr.  Patten:    I  offer  275  and  274. 

The  Court:    They  may  be  admitted. 

(Plaintiff's  Exhibits  Nos.  274   and  275  ad- 
mitted in  evidence.) 

Q.  (By  Mr.  Patten)  :  Do  these  records  show 
an  indebtedness  to  Mr.  Forster?  A.     Yes. 

Q.     What  is  the  period  of  that  indebtedness,  sir? 

A.  December  31,  1945,  to  December  31,  1948,  in- 
clusive. 

Q.  Will  you  give  us  the  amount  of  that  indebt- 
edness at  the  close  of  each  of  the  years  1945  to 
1948? 

A.  As  of  December  31,  1945,  $35,000 ;  as  of  De- 
cember 31,  1946,  $20,000 ;  as  of  December  31,  1947, 
$20,000;  as  of  December  31,   1948,  $20,000. 

Mr.  Patten:  I  ask  that  this  group  of  documents 
be  marked  for  identification  as  Plaintiff's  Exhibit 
next  in  order. 

The  Clerk:  Plaintiff's  Exhibit  No.  276  marked 
for  identification.  [1226] 
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(Plaintiff's  Exhibit  276  marked  for  identi- 
fication.) 

Q.  (By  Mr.  Patten) :  Mr.  Marx,  you  are  being 
handed  a  group  of  documents  being  marked  for 
identification  as  Plaintiff's  Exhibit  276. 

I  ask  you  if  you  recognize  those  documents'? 

A.    Yes. 

Q.     What  do  you  recognize  them  to  be,  sir? 

A.  General  ledger  sheets  of  the  Alpine  Ice 
Cream  Company  for  the  year  1949. 

Q.  Do  you  recognize  the  handwriting  on  those 
ledger  sheets?  A.     Yes. 

Q.    Do  you  recognize  it  to  be  whose  handwriting? 

A.     Mr.  L.  Hicks  Taylor. 

Mr.  Patten :  I  would  like  to  offer  Exhibit  276  in 
evidence. 

Mr.  Griffin:    No  objection. 

Mr.  Le  Sourd:    No  objection. 

Mr.  Keesling:    No  objection. 

The  Court:  Exhibit  276  may  be  admitted. 

(Plaintiff's  Exhibit  No.  276  admitted  in  evi- 
dence.)   [1227] 

Q.  (By  Mr.  Patten)  :  Mr.  Marx,  does  Exhibit 
276  show  any  indebtedness  of  Alpine  Ice  Cream 
Company  to  Mr.  Forster  ?  A.     Yes. 

Q.  What  is  the  amount  of  that  indebtedness  as 
of  December  31,  1949? 

A.  With  respect  to  direct  loans  made  by  Mr. 
Forster,  the  balance  would  be  seventy  thousand 
dollars,  as  of  December  31,  1949. 

Q.     By  using  the   term   "direct   loans,"   do   you 
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mean  to  distinguish  between  some  other  loans  ap- 
pearing on  the  books?  A.     Yes. 

Q.     And  what  are  those  other  loans'? 

A,  A  Mr.  Ed  Brehm  had  certain  amounts,  or 
he  had  amounts  due  him  from  the  Arctic  Gardens, 
Incorporated,  and  this  liability  was  turned  over  to 
Mr.  Forster.  Now,  the  books  would  show  that  the  cor- 
poration would  be  indebted  to  Mr.  Forster  for  this 
liability,  but  I  would  like  to  distinguish  between  that 
liability  and  one  where  he  put  money  in  himself. 

Q.  In  other  words,  Mr.  Brehm  transferred  his 
indebtedness  to  Mr.  Forster? 

A.  Yes.  As  I  understand  it,  the  consideration 
was  very  nominal,  one  or  two  dollars,  I  believe. 

Q.     Which  would  give  Mr.  Forster  no  cost  basis  ? 

A.     That  is  correct. 

Mr.  Patten :    Exhibit  262,  please. 

(Whereupon,  exhi1)it  w^as  handed  to  Mr.  Pat- 
ten by  the  Clerk.) 

Q.  (By  Mr.  Patten) :  Mr.  Marx,  you  are  being 
handed  Exhibit  262.  It  has  been  admitted  in  evi- 
dence. Do  you  recognize  that,  sir? 

A.     It  is  a  general  ledger  of  the  Alpine  Dairy. 

Q.     For  what  year,  please,  sir? 

A.     And  Issaquah  Creamery,  as  well. 

Q.     For  what  year,  please,  sir? 

A.  There  are  several  years.  Alpine  Dairy  for 
1946;  Issaquah  Creamery  for  1945;  Alpine  Dairy 
1945 ;  apparently  these  years  run  back  to  1939. 

Q.  Referring  to  the  portion  of  the  ledger  cover- 
ing Alpine  Dairy  for  the  year  1946,  does  that  rec- 
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orcl  reliect  any  transfers  of  real  estate  by  Alpine 

Dairy?  A.     Yes. 

Q.     What  property  is  that,  please,  sir? 

A.  Well,  it  is  a  building  on  the — or  piece  of 
property  adjacent  to  the  Alpine  Dairy  on  Rainier 
Avenue. 

Q.  And  when  was  it  transferred  according  to 
the  books?  [1229] 

A.     In  1946. 

Q.     Do  you  have  the  date  of  the  entry,  sir? 

A.     January  1,  1946. 

Q.    And  to  whom  was  that  property  transferred? 

A.     To  the  Hans  and  Evelyn  Forster  trust. 

Q.  And  does  Exhibit  262  show  the  depreciated 
cost  basis  of  this  property  at  the  time  of  transfer? 

A.     Yes. 

Q.  And  what  is  the  depreciated  cost  basis  ac- 
cording to  Exhibit  262? 

Mr.  Griffin:  If  the  Court  please,  might  I  in- 
quire as  to  any  purpose  of  this  examination  except 
the  matter  of  net  worth? 

Mr.  Patten:    That  is  the  purpose. 

Mr.  Griffin :  If  the  Court  please,  as  of  February 
5th,  there  is  a  stipulation  in  evidence  as  of  net 
worth. 

Mr.  Patten:     It  does  not  include  this  item? 

Mr.  Griffin:    All  right,  then. 

Mr.  Patten :  I  might  explain  the  few  items  I  am 
taking  up  because  the  accountants  didn't  agree  at 
that  time. 
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Mr.  Grriffin:    All  right. 

Q.  (By  Mr.  Patten)  :  Would  you  give  us  the 
depreciated  cost  basis  ?  [1230] 

A.     $30,510.06. 

Q.     Three  thousand  ten  dollars  and  six  cents'? 

A.     That  was  $30,510.06. 

Q.     Thank  you. 

Mr.  Patten:     263,  213. 

(Whereupon,   exhibits  were  handed  to   Mr. 
Patten  by  the  Clerk.) 

Q.  (By  Mr.  Patten  continuing)  :  Mr.  Marx,  you 
are  being  handed  Plaintiff's  Exhibits  213,  264  and 
263,  which  have  been  identified  as  being,  among 
other  things,  the  disbursement  records  of  the  Issa- 
quah  Creamery  for  the  years  1947,  1948  and  1949. 

Have  you  examined — previously  examined  these 
records  ?  A.    Yes. 

Q.  Do  these  records  reflect  any  payments  to 
Mutual  Life  Insurance  Company  during  the  years 
1947,  1948  and  1949?  A.     Yes. 

Q.  Will  you  give  us  the  dates  and  the  amounts 
of  these  payments,  please,  sir? 

A.  September  10,  1947,  check  number  9362,  pay- 
able to  Mutual  Life,  amount  $4,234.59;  September 
10,  1948,  check  No.  996,  $4,234.59;  August  10,  1949, 
check  number  2325,  $778.70 ;  August  10,  1949,  check 
number  2326,  [1231]  $3,424.34. 

Q;  Mr.  Marx,  you  are  being  handed  Exhibit  249, 
which  has  been  identified,  among  other  things,  as 
the  disbursement  records  of  the  Issaquah  Creamery 
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for  the  year  1946.    Have  you  previously  examined 

that  record?  A.     Yes. 

Q.  Does  that  record  reflect  any  payment  during 
the  year  1946  to  Apex  Farms'?  A,     Yes,  sir. 

Q.  And  what  is  the  date  and  the  amount  of  that 
payment  ? 

A.     February  1,  1946,  ten  thousand  dollars. 

Q.    What  was  the  purpose  of  that  payment,  sir? 

A.  To  pay  for  stock  purchased  by  Mr.  Forster 
in  Apex  Farms. 

Q.  And  that  amount  is  included  in  the  stipu- 
lated figure,  is  it,  sir?  A.     Yes,  sir. 

Mr.  Patten:    Exhibit  154,  please,  sir. 

(Whereupon,  exhibit  was  handed  to  Mr.  Pat- 
ten by  the  Clerk.) 

Q.  (By  Mr.  Patten) :  Mr.  Marx,  you  are  being 
handed  Plaintiff's  Exhibit  154,  which  is  a  stipula- 
tion as  to  the  cost  of  a  barn  constructed  on  Mr. 
Forster's  home — farm.  [1232] 

Will  you,  without  physically  handing  them  to 
you,  will  you  tell  us  if  those  expenditures  appear  on 
the  books  of  Issaquah  Creamery? 

A.     They  do. 

Q.  Will  you  summarize  for  us  the  manner  in 
which  the  expenditures  shown  on  that  stipulation 
were  charged  in  the  books  of  the  Issaquah  Cream- 
ery? A.     The  entire  total  was  charged. 

Q.     Total? 

A.  Of  $14,784.81  was  charged  on  the  books  of 
account  of  Issaquah  Creamery  to  two  types  of  busi- 
ness expense  deductions.   All  of  the  items,  with  the 
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exception    of    the    two    identified    as    labor    were 
charged  to  Account  9,  which  is  the  Supplies  Ex- 
pense account  of  Issaquah  Creamery.   The  amounts 
of  labor  were  charged  off  as  part — as  wages. 

Q.     Thank  you. 

Mr.  Patten:    249. 

The  Witness:    Here  it  is. 

Q.  (By  Mr.  Patten  continuing) :  Mr.  Marx, 
you  are  being  handed  Exhibits  249  and  263,  which 
have  been  identified  as  the  disbursement  records  of 
Alpine  Dairy  and  Issaquah  Creamery  for  the  years 
1946  and  1947.  Will  you  explain  to  the  Jury  how 
purchases  of  fluid  milk  were  entered  and  charged 
on  [1233]  the  books  of  Alpine  Dairy  and  Issaquah 
Creamery  during  the  years  1946  and  1947  ? 

A.  Payment  for  all  milk  delivered,  either  to  Al- 
pine Dairy  or  to  Issaquah  Creamery,  was  made  by 
Issaquah  Creamery  by  check. 

Inasmuch  as  this  payment  covered  milk  used  by 
the  two  organizations,  there  had  to  be  a  settlement 
with  Alpine — in  other  words,  a  billing  to  Alpine 
for  the  amount  of  milk  that  Alpine  received  and 
utilized  during  the  month. 

The  method  used  to  arrive  at  this  billing  was  to 
— was  on  the  l^asis  of  the  x^hysical  quantity  of  milk 
delivered.  An  example  would  be — assume  that  100 
gallons  of  milk  were  delivered  to  Issaquah  and  100 
gallons  of  milk  delivered  to  Alpine  during  one 
month  and  the  total  paid  was  $200.  Then  Alpine 
would  be  billed  for  $100.  I  mean,  that  is  the  nor- 
mal method. 
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Now,  actually,  they  had  to  go  through  a  series 
of  computations  to  arrive  at  that  figure,  but,  essen- 
tially, that  is  the  method  that  was  used. 

Q.  How  frequently  was  Alpine  billed  by  Issa- 
quah  ? 

A,    My  recollection  is  that  this  computation  was 
made  once  a  month. 
Mr.  Patten:    264? 

(Whereupon,    Exhibit   was    handed    to    Mr. 
Patten.)  [1234] 

Q.  (By  Mr.  Patten)  :  Mr.  Marx,  you  are  being 
handed  Exhibits  264  and  213,  which  have  been  iden- 
tified as  the  disbursement  records  of  Alpine  and 
Issaquah  for  the  calendar  years  1948  and  1949. 

During  the  years  1948  and  1949,  do  the  records 
show  that  Alpine  Dairy  paid  Issaquah  Creamery 
the  weighted  average  cost  of  milk  purchased  by 
Issaquah  for  distribution  by  Alpine  1 

A.     No. 

Q.     Will  you  explain? 

A.  In  the  year  1948  for  seven  of  the  twelve 
months,  the  practice  that  I  have  referred  to  with 
respect  to  the  previous  years  was  continued.  In 
other  words,  there  was  no  change.  However,  in 
five  of  the  twelve  months,  a  computation  was  made, 
the  sam.e  type  of  computation,  and  then  after  a 
total  figure — a  billing  'figure  to  Alpine  was  arrived 
at,  a  ten  thousand  dollar  amount  was  deducted  from 
the  previously  arrived  at  figure,  so  the  effect  of  it 
was  doing  the  year  for  five  months,  a  total  of  fifty 
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thousand   dollars   in  these   reduced   amounts   were 

reflected  in  the  billings. 

Q.  What  was  the  amount  by  which  the  billings 
to  Alpine  were  reduced  in  the  year  1948? 

A.     Fifty  thousand  dollars.  [1235] 

Q.  During  the  year  1949,  did  Alpine  pay  Issa- 
quah  the  weighted  average  cost  of  milk? 

A.     No. 

Q.  Was — how  many  of  those  billings  were  simi- 
larly reduced?  A.     Four. 

Q.  What  was  the  total  amount  by  which  these 
billings  were  reduced  during  the  year  1949? 

A.     Forty  thousand  dollars. 

Q.  Very  generally,  Mr.  Marx,  what  is  the  ac- 
counting effect  of  Issaquah  Creamery  billing  Alpine 
Dairy  ninety  thousand  dollars  less  than  the  amount 
Issaquah  actually  paid  for  the  milk  used  by  Alpine  ? 

A.  It  would  have  the  effect  of  reducing  the  tax- 
able income  for  Issaquah  Creamery  for  the  year 
1948  by  fifty  thousand  dollars,  and  reducing  the  tax- 
able income  for  the  creamery  in  1949  by  forty  thou- 
sand dollars. 

However,  the  effect  would  be  that — the  offsetting 
effect  with  respect  to  Alpine  Dairy  would  be  to  add 
to  the  taxable  income. 

Q.     Of  Alpine  Dairy?  A.     That  is  correct. 

Q.     It  would  be  a  transfer  of  income?  [1236] 

A.     That  is  correct. 

Q.  Do  the  books  of  Issaquah  Creamery  reflect 
any  indebtedness  to  Mr.  Hans  Forster  during  th<^ 
years  1945  to  1949?  A.     Yes. 
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Q.  Do  these  books  reflect  payment  of  interest 
on  this  indebtedness  I  A.    Yes. 

Q.  Will  you  give  us  the  dates  and  the  amounts 
of  these  interest  payments'? 

A.  December  28,  1945,  check  No.  6818,  $1,875.00 ; 
February  28,  1946,  check  No.  7057,  six  hundred  dol- 
lars; October  2,  1946,  check  No.  7952,  $250.00;  De- 
cember 28,  1946,  check  No.  8290,  one  thousand  dol- 
lars; December  10,  1947,  check  No.  9782,  one  thou- 
sand dollars;  and  December  10,  1948,  check  No. 
1352,  three  thousand  dollars. 

Q.  Mr.  Marx,  you  are  being  handed  documents 
which  have  been  marked  for  purpose  of  identifica- 
tion as  Plaintiff's  Exhibits  265,  266,  267,  268  and 
269.   I  ask  you  if  you  recognize  these  documents'? 

A.    Yes. 

Q.     What  do  you  recognize  them  to  be,  sir'? 

A.  They  are  pencilled  copies  of  tax  returns  for 
the  years  1945  to  1949.  [1237] 

Q.  Do  you  recognize  the  handwriting  on  those 
documents  %  A.     Yes. 

Q.     Do  you  recognize  it  to  be  whose  handwriting  ? 

A.     Mr.  L.  Hicks  Taylor. 

Mr.  Patten:  I  would  like  to  offer  Exhibits  265 
through  269  in  evidence. 

Q.  (By  Mr.  Patten)  :  These  are  the  returns  of 
Mr.  Hans  Forster 

A.     (Interposing)  That  is  correct. 

Q.     (Continuing)  or  working  copies? 

Mr.  Le  Sourd :  If  the  Court  please,  we  will  make 
the  same  objection  to  these   that  we  have  to  the 
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working  papers  on  the  ground  of  the  manner  in 
wliicli  tliey  came  into  the  possession  of  the  Gov- 
ernment, and  the  question  of  privilege. 

The  Court :  Just  for  the  record,  is  it  a  fact  that 
these  documents  came  into  the  possession  in  the 
same  manner  as  the  other'? 

Mr.  Patten:  I  believe  that — I  believe  that  to  be 
true. 

Mr.  Le  Sourd:  We  want  to  preserve  our  record 
on  this  matter. 

The  Court:  Yes.  I  don't  think  there  is  anything 
to  show  that  point  yet.  That  is  why  I  am  [1238] 
asking  the  question. 

Mr.  Patten:    I  believe  the  same  facts  apply. 

Mr.  Le  Sourd:    That  is  my  information. 

The  Court:  The  record  may  so  show,  and  the 
record  may  show  the  objection,  and  the  objection  is 
overruled.  Those  other  records  in  the  evidence  were 
work  sheets,  weren't  they  ?  Should  we  identify  them 
more  definitely? 

Mr.  Le  Sourd:  Yes,  the  other  ones  were  work 
sheets,  and  these  are  pencilled  copies  of  the  returns. 

The  Court:  Do  you  recall,  offhand,  the  number 
of  the  exhibits'? 

Mr.  Le  Sourd:    The  previous  ones,  your  Honor'? 

The  Court:  Yes,  your  Honor;  to  which  previous 
objection  was  made. 

Mr.  Patten:     257  is  one. 

Mr,  Le  Sourd:     259  and  259-A. 

The  Court:  The  sam.e  objection  made  to  those 
exhibits  rafiv  show  as  made  to  tliese. 
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Mr.  LeSourd:    257. 

Mr.  Cox:    And  259-A. 

The  Court:  Is  that  in  accordance  with  the  Goy- 
ernment's  information?  [1239] 

Mr.  Patten:    Yes,  that  is  agreed. 

The  Court:  Now,  is  there  anything — any  other 
objection! 

Mr.  Keesling :    I  would  like  to  finish  looking  at  it. 

Mr.  Patten:  I  wonder  if  I  might  have  exhibits 
2,  16,  71,  167  and  249?   I  think  249  is  here. 

Mr.  Keesling:    We  have  no  objection. 

The  Court:    Mr.  Griffin? 

Mr.  Griffin:  I  have  no  objection,  except  that  I 
think  in  fairness  to  Mr.  Taylor  the  one  sheet  here 
is  not  in  his  handwriting  on  Exhibit  265.  If  I  may 
inquire  on  voir  dire? 

Mr.  Patten:    Proceed. 

Mr.  Griffin:  This  yellow  sheet,  Mr.  Marx,  you 
perhaps  didn't  look  at  in  going  through  them.  That 
is  not  in  Mr.  Taylor's  handwriting,  is  it? 

The  Witness:    No.  Might  I  elaborate  a  little? 

Mr.  Griffin:    Yes. 

The  Witness:  I  mentioned  that  there  were  sup- 
porting documents  with  the  pencilled  copies. 

Mr.  Patten:    Oh,  yes. 

The  Witness:  And  I  was  including  this  as  one 
of  these  documents.  [1240] 

Mr.  Griffin:  It  has  a  name  on  it.  I  don't  know 
if  it  is  a  signature  or  not,  of  R.  A.  Jordan? 

The  Witness :    Yes,  that  is  correct. 


370  Hans  Forster  vs. 

(Testimony  of  William  H.  Marx.) 

Mr.  Grriffin:  I  have  no  objection,  if  the  Court 
]Dlease. 

Mr.  Le  Sourd:  In  whose  handwriting,  or  whose 
name  is  on  this  particular  sheet? 

A.     I  don't  know  whose  handwriting  it  is. 

Mr.  Patten :  I  would  surmise  that  that  is  the  Mr. 
Jordan  who  testified  here.  It  seems  to  concern 
stock  matters. 

Mr.  Le  Sourd:    That  is  my  understanding. 

The  Court:  You  have  no  objection  other  than 
the  general  objection  made? 

Mr.  Le  Sourd:     That  is  right,  your  Honor. 

The  Court:  Then,  as  I  understand,  there  is  no 
objection? 

Mr.  Griffin:    No,  your  Honor. 

The  Court:  Apart  from  the  one  that  the  Court 
ruled  upon. 

Exhibits  265,  266,  267,  268  and  269  for  identifica- 
tion may  be  admitted. 

(Plaintiff's  Exhibits  Nos.  265  through  269, 
inclusive,  admitted  in  evidence.) 

Mr.  Patten:  Your  Honor,  I  have  just  one  or 
two  [1241]  more  matters  to  go  into.  One  of  them 
may  be  of  a  little  length,  and  I  am  calling  your 
attention  to  the  fact  that  it  is  about  recess  time. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  recess  now  for  luncheon,  and  the  Court 
calls  your  attention  to  the  admonition  given  you 
on  similar  occasions,  and  I  ask  that  you  heed  it  on 
this  occasion. 

You  may  now  be  excused  until  1 :45. 
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(Whereupon,  the  Jury  retired  from  the 
Courtroom.) 

The  Court:  It  is  stipulated  the  Jury  have  left 
the  Courtroom? 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court:  There  is  one  matter,  Gentlemen,  be- 
fore we  recess  that  I  want  to  call  Counsel's  atten- 
tion to  in  connection  with  the  testimony  of  this  wit- 
ness, and  that  is  the  statement  made  by  Mr.  Kach- 
lein  regarding  Mr.  Taylor.  Does  the  Government 
ask  that  that  stand? 

Mr.  Patten:    It  went  in  without  objection. 

Mr.  Le  Sourd:  If  the  Court  please,  we  were  go- 
ing to  bring  that  statement  out  as  part  of  our 
direct. 

The  Court:  Of  course,  it  will  come  then  if  it  is 
admissible.  The  question  in  my  mind  now  is  as  to 
a  [1242]  statement  made  as  hearsay  by  this  witness. 

Mr.  Le  Sourd:    Yes. 

The  Court:    And  I  would  propose  to  strike  it. 

Mr.  Moriarty:  It  is  hearsay,  if  your  Honor 
please. 

The  Court :  There  is  no  question  about  that,  and 
I  was  wondering  whether  the  Government  had  any 
theory  upon  which  they  were  offering  it? 

Mr.  Patten :  No,  not  other  than  giving  the  entire 
conversation. 

The  Court:  Of  course,  in  your  case,  that  is  on 
a  different  theory. 

Mr.  Le  Sourd :    Yes. 
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The  Court :  The  Court  will  strike  it,  unless  there 
is  objection. 

Mr.  Le  Sourd:  Well,  will  the  Court  advise  the 
Jury  then  that  it  is  being  stricken  as  hearsay  at  this 
point  ? 

The  Court:    I  wdll  do  that,  after  we  resume. 

This  case  will  be  recessed  until  1:45,  and  the 
Court  will  remain  in  session. 

(Whereupon,  at  12:15  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  1:45  o'clock  p.m.  March  11,  1954, 
at  [1243]  which  time,  Counsel  and  Defendants 
heretofore  noted  being  present,  the  following 
proceedings  were  had,  to-wit:) 

The  Court:    Mr.  LeSourd,  do  you  have  a  matter? 

Mr.  Le  Sourd :  Yes,  if  the  Court  please.  I  would 
like  to  be  heard  further  on  the  proposed  action  of 
the  Court  to  strike  this  testimony  of  Mr.  Marx  as 
to  Mr.  Kachlein's  statement. 

In  giving  the  matter  further  consideration,  it 
appears  to  us  that  this  is  not  hearsay  and  is  rele- 
vant. 

If  this  statement,  which  Mr.  Marx  testified  was 
made  by  Mr.  Kachlein,  were  offered  as  proof  of  the 
facts  therein  stated — in  other  words,  that  Mr.  Tay- 
lor— the  troubles  of  Mr.  Forster  were  due  to  Mr. 
Taylor's  work — then  it  would  be  hearsay;  but  the 
relevance  of  this  statement  in  this  case,  if  your 
Honor  please,  is  the  fact  that  Mr.  Kachlein  made 
it,  and  as  such,  that  is  not  hearsay,  and  we  say  it  is 
relevant  to  an  issue  which  has  been  tendered  in  this 
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case  by  the  opening  statement  and  adherence  to  this 

case  throughout. 

There  was  testimony  introduced,  or,  rather,  it  has 
been  testified  to  here  statements  made  by  the  De- 
fendant Forster,  in  which  he  states  that  he  was  ad- 
vised to  do  such  and  such  by  Mr.  Taylor,  or  other 
statements  [1244]  concerning  what  Mr.  Taylor  has 
done.  Other  witnesses,  who  are  still  associated  with 
or  working  under  Mr.  Forster,  have  testified  that 
Mr.  Taylor  told  them  to  do  this  or  that  item. 

In  the  opening  statement,  Mr.  Griffin  took  the 
position  that  they  would  show  that  these  troubles 
were  the  fault  of  the  Defendant  Taylor,  and  in  my 
opening  statement,  I  tendered  the  issue  that  we 
expected  to  show  by  evidence  in  this  case,  that  there 
had  been  a  deliberate  attempt  here  to  place  the 
blame  on  the  defendant  Taylor. 

In  view  of  the  fact  that  the  statements  of  Mr. 
Forster  have  been  testified  to  and  presiunably  in 
view  of  Mr.  Griffin's  opening  statement  that  fur- 
ther testimony  of  that  sort  by  Mr.  Forster  can  be 
expected  and  in  view  of  the  testimony  of  other  wit- 
nesses still  associated  with  Mr.  Forster,  we  feel 
that  this  statement  by  Mr.  Kachlein  is  certainly 
relevant  and  admissible. 

Here  is  a  statement,  your  Honor,  where  at  the 
very  initiation  of  this  investigation,  at  a  time  when 
Mr.  Marx  had  not  made  any  study  of  the  affairs  of 
this  company,  at  a  time  when,  apparently,  the  rep- 
resentatives of  the  Defendant  Forster  themselves 
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had  made  no  detailed  study  of  these  matters,  we 
find  Mr.  Kachlein,  then  acting  as  Attorney  for  Mr. 
Forster,  and,  as  we  will  show,  at  this  time  and  for 
a  long  time  thereafter  acting  as  the  attorney  for 
Mr.  Taylor,  we  find  Mr.  [1245]  Kachlein  at  that 
time  before  any  investigation  is  made,  making  a 
statement  to  the  United  States  that  if  there  were 
error,  it  was  undoubtedly  due  to  the  sloppy  work 
of  Mr.  Taylor. 

We  believe  that  that  is  evidence — the  fact  that 
that  statement  was  made  is  evidence  in  and  of 
itself  from  which  the  Jury  could  conclude,  or,  it 
among  other  things  would  support  a  conclusion  by 
the  Jury,  that  there  had  been  a  deliberate  attempt 
here  to  place  the  blame  on  Mr.  Taylor,  and,  as  such, 
it  is  relevant  and  admissible  evidence  in  the  case. 

Now,  the  fact  that  it  goes  to  a  defense  tendered 
by  a  defendant  doesn't  mean  it  is  to  be  excluded 
when  it  comes  in  in  the  Government's  case. 

I  certainly  know  of  no  rule  that  if  the  Govern- 
ment brings  in  evidence  in  its  case  that  supports 
an  issue  or  theory  of  defense  tendered  by  the  de- 
fendant that  it  must  be  excluded  at  that  point,  and 
then  again  offered  by  the  Defendant. 

We  feel  that  this  is  certainly  admissible  here, 
and  we  wish  to  strongly  object  to  any  elimination 
of  it  by  motion  to  strike  at  this  time,  because,  cer- 
tainly, in  the  minds  of  the  Jury,  even  though  that 
evidence  were  later  offered  and  admitted,  the  fact 
it  as  stricken  the  first  time  would  cast  some  doubt 
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[1246]  upon  it,  and  we  think  it  highly  improper  in 

this  case. 

The  Court:     Mr.  Griffin? 

Mr.  Griffin:  If  the  Court  please,  I  assume  that 
your  Honoris  idea  in  striking  that  statement  was 
to  eliminate  from  this  case  the  issue  that  Mr.  Le- 
Sourd  is  talking  about,  and  I  have  never  been  sure 
it  wouldn't  be  until  the  evidence  develops,  whether 
or  not  we  would  be  in  a  position  to  meet  that  open- 
ing statement  by  evidence  in  this  case,  it  being  a 
completely  collateral  issue. 

I  readily  understand  that  if  this  statement  re- 
mains in,  I  think  it  is  wide  open  to  us  to  meet  that 
opening  statement,  and,  as  far  as  I  am  concerned, 
the  statement  can  remain  in. 

Mr.  Moriarty:  The  Government  has  no  objection 
to  it  remaining  in,  if  your  Honor  please. 

Mr.  Griffin:  I  would  want  it  to  be  understood, 
at  least,  that  it  is  my  theory  if  it  does  remain  in, 
it  does  present  what  I  consider  an  entirely  collat- 
eral matter,  based  on  their  opening  statement,  and 
that  if  it  does  remain  in,  we  certainly  must  and  will 
resist  all  going  into  it. 

The  Court:  Well,  it  appears  to  me  it  came  in, 
and,  as  I  considered  the  matter,  that  by  letting  it 
remain  in,  it  certainly  offers — gives,  at  least,  some 
[1247]  basis  for  meeting  it. 

In  other  words,  if  that  statement  stays  in,  that 
part  of  the  testimony,  I  assume  that  both  on  cross- 
examination  and  possibly  on  the  Defendants'  case. 
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testimony  may  be   properly   offered,   and  may  be 

properly  admitted,  and,  possibly,  excluded. 

I  wouldn't  say  now  on  the  issue,  but  at  least,  it 
raises  a  question. 

Now,  up  to  this  point,  granted  that  the  opening 
statements  have  brought  up  the  issue,  I  don't 
recognize  that  that  creates  an  issue,  and  so  long  as 
the  Government  is  putting  in  its  case,  there  is  no 
issue  involved;  at  least,  there  has  been  none  so  far 
and  the  Government  states  there  is  none,  and  do 
not  offer  that  statement  on  any  grounds  —  it  is 
merely  a  volunteered  statement.  It  is  clearly  hear- 
say, and  could  be  damaging,  and  I  believe  that  the 
record  is  better  protected  under  all  the  circum- 
stances, to  have  the  matter  stricken. 

Now,  if,  as  we  proceed,  some  way  the  matter  be- 
comes an  issue,  we  can  consider  it  then. 

It  may  or  may  not  be.  I  think  I  indicated,  Mr. 
LeSourd,  earlier,  that  I  questioned  whether  the  is- 
sue is  proper,  and  this  memorandum  may  be  the 
one.  [1248] 

Mr.  Le  Sourd :  No,  this  is  not  the  memorandum. 
I  have  a  memorandum  in  preparation  on  that,  out- 
lining what  we  expect  to  prove,  and  why  we  think 
it  is  relevant.  It  is  not  yet  ready  for  presentation. 
I  had  not  expected,  frankly,  to  have  to  present  it 
until  we  came  to  our  case,  and  evidence  was  offered 
then,  but  here  we  have  this  statement  brought  in 
now  by  the  Government  completing  a  conversation 
to  which  this  witness  testified. 

Your  Honor  has  admitted  in  several  situations 
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evidence  to  complete  a  conversation.  Your  Honor 

li/is  admitted 

The  Court:  Excuse  me  a  moment  on  that.  There 
was  no  defendant  present  at  the  time  this  statement 
was  made. 

Mr.  Le  Sourd:     That  is  true. 

The  Court:  I  don't  know  whether  the  contention 
will  be  made  that  Mr.  Kachlein's  presence  could 
be  in  a  way  considered  the  presence  of  Mr.  ForvSter, 
but  at  the  time  this  statement  was  made,  it  is  my 
recollection  that  no  defendant  was  present. 

Mr.  Le  Sourd:  No,  but  Mr.  Marx  testified  that 
Mr.  Kachlein  had  stated  he  was  representing  Mr. 
Forster  and  it  is  not  hearsay,  your  Honor,  unless 
it  is  offered  as  proof  of  what  is  stated  therein. 

If  the  fact  that  the  statement  is  made  [1249]  it- 
self is  relevant,  there  is  no  hearsay  involved,  and 
the  only  question 

The  Court:  (Interposing)  You  mean,  if  the 
question  of  whether  or  not  it  was  said  was  involved  *? 

Mr.  Le  Sourd:  That  is  right;  if  the  question  of 
whether  or  not  it  was  said  is  the  important  thing, 
then  there  is  no  question  of  hearsay. 

The  Court:    But  there  isn't  any  issue  on  that. 

Mr.  Le  Sourd :  I  beg  to  differ.  We  feel  that  this 
issue  adhered  throughout  all  this  testimony. 

The  Court:  By  virtue  of  your  opening  state- 
ment? 

Mr.  Le  Sourd:  The  testimony  itself  plus  the 
opening  statement.  The  hearsay  statements,  if  T 
may  say  so,  of  Mr.  Forster,  that  have  been  testified 
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to  at  length  on  the  stand,  in  which  he  blames  Mr. 
Taylor  for  one  thing  or  another.  That,  in  itself, 
tenders  the  issue  of  Mr.  Forster 's  credibility  in 
making  those  statements,  and  we  certainly  have  the 
right  to  meet  that  in  this  case,  and  if  the  evidence 
in  this  case — and  this  is  part  of  the  evidence — in- 
dicates or  would  indicate  or  tend  to  indicate  to  the 
Jury  that  there  was  a  deliberate  attempt  here  to 
make  Mr.  Forster  the  scapegoat  or  place  the  blame 
on  him,  that  is  certainly  [1250]  something  we  can 
bring  to  the  Jury  in  this  case,  and  it  is  highly 
relevant  on  Mr.  Forster 's  credibility,  and  on  the 
credibility  of  associates  and  employees  of  his  that 
still  are  employees  and  their  credibility  will  be 
strongly  affected  by  any  evidence  we  can  put  on 
that  will  tend  to  show  that  there  was  a  recognized 
attempt  to  place  the  blame  for  this  on  Mr.  Taylor 
and  that  Mr.  Kachlein's  position  in  the  case  was  in- 
cluded in  that  and  played  a  part  in  it. 

Certainly,  your  Honor,  it  would  be  a  gross  mis- 
carriage of  justice  not  to  permit  us  to  bring  that 
to  the  attention  of  the  Jury  and  show  that  in  this 
case,  and  here  is  a  statement  that  has  a  bearing  on 
that,  and  attempts  to  indicate  it. 

The  contention  is  not  the  proof  of  what  was  said, 
but  the  fact  it  was  said,  and  the  time  it  was  said, 
is  highly  important.  It  is  evidence  that  is  material 
and  relevant,  and  we  feel  that  it  may  properly  come 
in  at  this  time,  as  well  as  any  other  time. 

The  Court:     Of  course,  your  argument,  Mr.  Le- 
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Sourd,  is  based  upon  the  position  that  you  propose 

to  advance  and  which  you  have. 

Mr.  Le  Sourd:  Well,  the  position  which  I  have 
advanced. 

The  Court:  Have  advanced  in  your  opening 
statement.  [1251] 

Mr.  Le  Sourd:  Yes,  your  Honor,  and  again  ad- 
vance at  this  time. 

Mr.  Moriarty:  May  I  make  a  suggestion  to  your 
Honor  that  it  might  be  appropriate  to  withhold  the 
question  of  striking  this  testimony  at  this  time 
until  your  Honor  rules  for  the  Government  is  not 
in  position  now  to  discuss  whether  or  not  this  epi- 
sode would  be  a  matter  of  defense,  but  at  the  time 
when  your  Honor  rules,  it  would  be  a  time  when 
your  Honor  could  appropriately  refer  to  it. 

The  Court:  I  am  particularly  concerned  about 
letting  it  stand  and  then  be  used  as  making  it  the 
basis  of  an  issue. 

Of  course,  wiien  you  come  to  the  cross-examina- 
tion, the  matter  may  come  up  again,  particularly 
in  view  of  Mr.  LeSourd's  objection  on  behalf  of  Mr. 
Taylor.  I  am  not  so  concerned  about  letting  it  re- 
main as  a  hearsay  statement. 

Mr.  Moriarty:  Mr.  LeSourd  is  the  only  one  that 
could  possibly  object  to  it. 

The  Court:  Well,  the  other  question  is,  are  you 
creating  or  making  available  an  issue  which  might 
otherwise  be [1252] 

Mr.   Moriarty:      (Interposing)      Of   course,    the 
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Govermiient  is  not  anxious  to  have  any  false  issues 

present. 

Mr.  Le  Sourd:  May  I  suggest  this:  that  before 
we  make  this  an  issue  in  our  own  case,  we  intend 
to  submit  to  your  Honor  the  outline  that  we  have 
mentioned.  In  fact,  it  is  being  prepared  now,  and 
before  we  offer  any  evidence  of  our  own  on  that 
issue,  we  will  submit  that  matter  to  your  Honor 
for  decision  and  until  that  time,  I  don't  see  where 
this  particular  bit  of  evidence  is  going  to  be  re- 
ferred to  in  connection  with  that  issue. 

The  Court:  If  there  is  no  objection  from  other 
counsel,  I  would  pass  the  matter  now,  and  will  not 
strike  it  with  the  understanding  that  if  Counsel  on 
cross-examination  insist  on  going  into  that  matter, 
then,  of  course,  I  will  have  to  rule.  *****  [1253] 

Cross  Examination 

Q.  (By  Mr.  Griffin)  :  Put  it  in  this  way;  in  the 
converse :  "Were  you  conscious,  at  any  time,  of  any- 
thing being  withheld  from  you  by  the  accountants 
or  by  Mr.  Kachlein  in  connection  Avith  this  inves- 
tigation? In  other  vv^ords,  do  you  feel  you  had  full 
cooperation  insofar  as  it  was  within  their  power  f' 

A.  Well,  there  was  one  incident  that  possibly 
I  should  relate  the  circumstances  to 

Q.     (Interposing)     Fine. 

A.  (Continuing)  in  regard  to  your  ques- 
tion. 

Mr.  Kachlein,  from  the  start  of  the  case  indicated 
that  he  wanted — in  other  words,  any  accoimting 
work  that  was  necessary,  he  was  going  to  see  to  it 
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that  it  was  going  to  be  done,  and  I  indicated  that 
then,  and  later,  that  we  were  going  to  have  to  ana- 
lyze this  net  worth  on  a  year  by  year  basis,  and  the 
original — the  accountant,  Touche,  Niven,  Bailey  and 
Smart,  indicated  that  they  were  willing  to  carry 
out  that  particular  request. 

Now,  after — or,  shortly  before,  we  were  presented 
with  this  May  31,  1950  statement  that  you  made 
reference  to,  we  requested  year  l^y  year  net  [1288] 
worth  statements ;  in  other  words,  showing  the  year- 
end  net  worth  as  has  been  developed  in  this  trial 
from  those  figures,  and  the  accounting  firm,  and 
particularly  Mr.  Tremper  indicated  that,  although 
he  had  agreed  to  carry  out  this  work,  that  he  would 
not  do  so,  and  he  stated  that  there  was  a  question 
in  his  mind  whether  there  might  not  be  some  prob- 
lem of  legal  liability  between  the  firm  and  Mr. 
Forster  if  such  a  statement  was  prepared,  and  sub- 
mitted. 

So,  I  went  back  and  discussed  the  matter  with 
Mr.  Kachlein,  and  said  that  apparently  we  were  in 
the  position  where  from  that  point  on,  we  were 
going  to  have  to  work  it  out  ourselves,  and,  as  I 
recall  it,  Mr.  Kachlein  was  very  disturbed  about  it, 
and  he  stated  that  "Just  name  the  firm  that  you 
want,  and  we  will  find  them.  We  will  fire  Touche, 
"JSTiven. ' ' 

I  told  him  that  I  felt,  under  the  circumstances 
we  would  try — I  suggested  an  alternative  approach, 
that  we  would  work  together  and  attempt  to  develop 
the  figures. 
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So,  from  that  x3oint  on,  these  net  figures  were 
worked  out  primarily  by  me,  and  we  received  no 
report  from  Touche,  Mven  or  any  other  account- 
ants, breaking  down  this  year  by  year  shortage. 

I  don't  mean  to  imply  a  lack  of  cooperation  there, 
but  that  is  the  problem  that  existed,  and  [1289]  it 
did  require  a  lot  of  work  on  my  part. 

I  spent  159  working  days  on  this  case. 
*  *  *  *  *     [1290] 

The  Court:  Have  you  finished  an  answer  you 
wanted  to  complete? 

The  Witness:    No,  I  wasn't  finished  at  all. 

Q.  (By  Mr.  Keesling) :  Will  you  finish,  Mr. 
Marx? 

A.  This  particular  transaction  that  we  are  dis- 
cussing involves 

Mr.  Le  Sourd:  Could  I  ask  Mr.  Marx  to  speak 
a  little  louder? 

The  Witness :    Yes. 

A.  (Continuing)  The  particular  transaction  we 
are  discussing  here  involves  a  purchase  of  butter 
from  the — a  purchase  of  butter  by  the  R.  L. — by 
the  Issaquah  Creamery  Company  from  R.  L.  Steph- 
enson and  Company. 

Issaquah  Creamery  issued  a  check  in  December, 
1949,  for  some  eighteen  thousand  dollars  to  pay  for 
this  purchase  of  butter.  The  butter — in  other  words, 
it  is  a  bona  fide  transaction  insofar  as  this  first 
check  is  concerned.  The  check  was  issued.  Mr. 
Stephenson  deposited  it  in  his  bank  account. 

Now,  in  January,  or  as  of  December  31,  1949,  an 
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[1347]  entry  was  made  on  the  books  of  the  Issaqiiah 
Creamery  Corporation  to  reflect  a  liability  to  Mr. 
Stephenson  as  of  December  31,  1949,  which  did  not 
in  fact  exist,  if  the  amonnt  that  was  due  him  had 
previously  been  paid  some  two  weeks  before. 

The  entry  in  the  books  was  a — was  to  set  up  a 
liability  to  Mr.  Stephenson  and  the  offsetting  entry 
was  to  increase  the  cost  of  butter  purchases  for  the 
year,  so  far  as  tax  purposes  were  concerned.  The 
effect  was  that  they  claimed  this  same  transaction 
twice  on  their  tax  return  as  a  tax  deduction. 

Now,  in  January  of  1950,  January  10,  as  I  recall 
it,  is  the  date  of  the  check,  a  check  was  issued  in 
favor  of  Mr.  Stephenson.  His  name  was  written  on 
the  check.  The  check,  as  I  recall  it,  was  signed  by 
Mr.  Erickson. 

The  handwriting,  or  the  name  R.  L.  Stephenson 
on  the  front,  was  in  Mr.  Erickson's  handwriting, 
and  on  the  back  of  the  check  was  an  endorsement, 
B.  L.  Stephenson,  in  ink,  which  was  a  fictitious  en- 
dorsement and  which  was  made  by  Mr.  Erickson. 

He  took  this  check  and  he  deposited  it  in  the 
Issaquah  Creamery  bank  account,  and  he  made  an 
entry  on  the  books  to  record  it  as  income,  and  the 
effect  of  it  was  to  cancel  the — it  was  to  wash  the 
entry  out  in  [1348]  a  way  as  to  conceal  the  fictitious 
tax  deduction  that  was  claimed  on  the  tax  return 
for  the  year  1949. 

Q.  There  was  one  thing  you  have  left  out.  The 
effect,  also,  Mr.  Marx,  was  it  not,  when  the  check 
Avas  written  through  to  clear  the  entry,  to  show  in- 
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come  that  was   not   received;   that   is   exactly   my 

point?  A.     That  is  correct. 

Q.  It  shows  income  that  was  not  received  and 
would  be  taxable,  but  it  wasn't  received  so  the  off- 
setting eifect  would  be  nil  except  to  throw  it  into 
the  1950  tax  year? 

A.  Or,  if  I  may  say,  to  conceal  the  fact  that  a 
fictitious  deduction  was  claimed  on  the  1949  tax  re- 
turn. 

Q.  Did  they  offset  that  with  income  in  that 
amount  which  was  not  actually  received? 

A.  There  was  an  entry  made  which  was  later 
reversed. 

Q.     Yes.  A.     To   cancel   that   out. 

Q.    Yes. 
*****     [1349] 

Mr.  Griffin:  The  Defendant  Forster  joins  in  the 
motion  as  made,  if  we  may,  without  reiteration,  in 
the  striking  of  the  testimony  of  Neukirchen,  the 
No.  2  motion  that  you  numbered. 

He  also  joins  in  the  striking  of  the  testimony  of 
Egeness,  as  made,  with  reference  to  Exhibit  278 
and  Exhibit  279,  and  upon  the  grounds  stated  by 
Counsel,  if  we  may  do  that  without  re-stating. 

The  Court:     Yes. 

Mr.  Griffi^n:  T  want  to  say  this  to  your  Honor, 
that  if  that  motion  is  granted,  certain  other  motions 
v/ill  have  to  follow,  and  I  do  not  want  to  mislead 
the  Court  in  that  particular,  because,  in  my  opinion, 
if  the  Court  should  grant  the  motion  in  regard  to 
Egeness,  there  are  certain  vital  motions  then  that 
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nffect  the  heart  of  this  case  if  the  Court  grants  it, 
and  I  do  not  want  to  mislead  your  Honor  in  my 
acquiescence  with  that  motion. 

Now,  the  Defendant  Forster  challenges  the  suf- 
ficiency of  the  evidence  and  moves  for  judgment  of 
acquittal  as  to  each  count  separately,  and  all  counts 
generally  upon  the  ground  and  for  the  reason  of  ob- 
jections [1373]  heretofore  made  and  overruled  by 
the  Court  that  are  in  the  record,  and  offers  of  proof 
made  and  rejected,  matters  occurring  during  the 
trial  to  which  exceptions  have  been  taken  and  pri- 
marily upon  the  ground  and  for  the  reason  that  the 
evidence  of  the  plaintiff  is  not  sufficient  to  warrant 
any  verdict  in  this  case  by  the  Jury  as  to  any 
count  and  to  the  Indictment  as  a  whole  except  one 
of  acquittal. 

The  Government  has  failed  to  establish  the  basic 
and  primary  situation  that  must  exist  for  this  cause 
to  go  to  the  Jury.  That  is,  the  guilty  intent  of  the 
Defendant  Forster,  no  matter  what  may  have  oc- 
curred in  the  bookkeeping  department.  And  the 
Government's  evidence  has  failed  to  establish  any 
given  intent  that  has  developed  from  the  witness 
stand,  and  the  exhibits  on  the  part  of  the  Defendant 
Forster,  but  on  the  contrary,  the  Government  has 
affirmatively  established  by  its  testimony  that  the 
Defendant  Forster  relied  upon  an  accountant  in  the 
accoTuiting  for  the  firm  and  for  himself  since  the 
year  1932. 

The  Government  fii*mly  established  from  the 
stand  Mr.  Forster  thought  and  so  stated  that  all  in- 
come had  been  duly  and  regularly  entered  upon  the 
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books  and  records,  and  that  all  items  chargeable  to 
him  had  been  entered  and  so  charged.  That  was  the 
proof,  [1374]  undisputed,  and  established  by  the 
Government  itself  in  this  case. 

Upon  that  basis,  and  I  make  the  motion  for  ac- 
quittal upon  each  count  separately  and  all  counts 
in  the  indictment  as  a  whole. 

The  Court:  Well,  the  Court  will  deny  the  mo- 
tion of  acquittal  as  indicated  by  Mr.  LeSourd  in 
regard  to  Mr.  Taylor's  motion. 

As  to  the  motion,  particularly  the  one  as  to  278, 
and  279,  and  the  testimony  of  Egeness,  and  the  simi- 
lar motion  of — made  similarly  to  that  made  by  Mr. 
LeSourd,  the  Court  will  reserve  ruling. 

Mr.  Keesling:  The  Defendant  Erickson  renews 
his  motion  to  strike  all  of  the  testimony.  The  mo- 
tion as  previously  made  to  strike  all  the  testimony 
of  Miss  Neukirchen  and  Mr.  Krumbah  relative  to 
the  matter  of  the  ice  cream  quota  prior  to  the  In- 
dictment period. 

The  Court:     That  is  Neukirchen  and  Krumbah? 

Mr.  Keesling:    Yes. 

The  Court :    That  is  the  same  motion  you  made. 

Mr.  Keesling:  Yes,  and  we  have  previously  ex- 
pressly joined  in  the  motion  of  Defendant  Taylor 
relative  to  the  striking  of  all  the  Egeness  testimony 
[1375]  and  the  Holtberg  testimony  concerning  the 
payments  to  Mrs.  Finstad. 

(Whereupon,  further  motions  were  made  by 
Mr.  Keesling  for  and  on  behalf  of  the  De- 
fendant Erickson  and  the  following  proceed- 
ings were  then  had,  to-wit:) 
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The  Court :  I  take  it  the  Grovernment  is  not  con- 
ceding any  of  these  motions  of  acquittal  for  de- 
fendant Forster  and  the  defendant  Erickson? 

Mr.  Patten:     No,  your  Honor. 

The  Court:  The  Court  will  deny,  in  all  proba- 
bility, but  will  not  formally  do  so  until  tomorrow 
the  motions  to  acquit,  but  will  consider  the  mo- 
tions as  to  Egeness  and  Neukirchen  over  the  eve- 
ning, or  overnight,  and  will  rule  on  them  in  the 
morning.  That  concludes  the  motions. 
[1376] 


***■}{■* 


RAYMOND  J.  SCHNEIDER 

upon  being  called  as  a  witness  for  and  on  behalf  of 
the  defendant  Forster,  and  having  been  previously 
duly  sworn,  testified  as  follows: 

Direct  Examination 

Q.  (By  Mr.  Brody) :  Will  you  state  your  name, 
once  more,  for  the  Jury,  please  ? 

A.     Raymond  J.  Schneider. 

Q.  And  will  you  state  your  connection  with  Ren- 
ton  Ice  and  Ice  Cream  Company  from  the  time  of 
its  founding  until  the  present  time! 

The  Court:  Wasn't  that  all  covered  before  when 
the  witness  testified? 

Mr.  Brody:  If  your  Honor  please,  this  is  the 
only  question  I  intended  to  refresh  the  Jury's  recol- 
lection as  to  who  Mr.  Schneider  is. 

A.     President  and  Manager. 

Mr.  Brody:     May  I  have  this  marked? 
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The  Clerk:  Defendants'  Exhibit  A-42  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-42  marked  for 
identification.) 

Q.  (By  Mr.  Brody)  :  Showing  you  Defendants' 
Exhibit  A-42,  for  [1538]  identification,  Mr.  Sch- 
neider, can  you  identify  if? 

A.  It  is  the  record  book  of  our  inventory  taken 
at  the  end  of  each  month  for  a  profit  and  loss 
statement. 

Q.     Will  you  state  the  period  which  it  covers'? 

A.  August  16,  1942,  which  was  the  day  we 
started  and  this  takes  it  through  January  1,  1946. 

Q.  And  was  that  inventory  taken  under  your  su- 
pervision ?  A.     Yes. 

Q.     And  the  book  kept  under  your  supervision? 

A.    Yes. 

Mr.  Brody:  Mr.  Patten,  I  believe  you  have  the 
tax  return  of  the  Renton  Ice  and  Ice  Cream  Com- 
pany for  fiscal  year  ending  1943. 

Will  you  mark  this? 

The  Clerk:  Defendants'  Exhibit  No.  A-43 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-43  marked  for 
identification.) 

Q.  (By  Mr.  Brody)  :  Now,  showing  you  what 
has  been  marked  for  identification  as  Defendants' 
Exhibit  No.  A-43,  can  you  identify  it,  Mr.  Schnei- 
der? 

A.  It  is  the  income  tax  return  for  the  year  end- 
ing July  31,  1943,  I  believe.  [1539] 
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Q.  Does  your  signature  appear  on  that  tax  re- 
turn ?  A.    Yes,  it  does. 

Q.     In  what  capacity?  A.     President. 

Q.  And  is  that,  in  fact,  your  signature  which 
you  subscribed  to  that  tax  return? 

A.    Yes,  it  is. 

Mr.  Brody:  These  exhibits,  at  this  time,  are  of- 
fered for  identification  only.  I  have  no  further 
questions  of  the  witness. 

Mr.  Patten:    No  objection  to  Exhibits  42  and  43. 

The  Court :  You  mean  they  are  offered  for  iden- 
tification— they  are  offered,  or  just  being  identified? 

Mr.  Griffin:    We  will  offer  them. 

Mr.  Cox:  I  would  like  to  ask  the  witness  some 
fjuestions  on  voir  dire. 

The  Court :    You  may. 

Cross  Examination 

Q.  (By  Mr.  Cox) :  With  respect  to  what  has 
been  identified  as  Defendants'  Exhibit  A-42,  you 
said  you  kept  this  record,  Mr.  Schneider? 

A.  I  usually  kept  it  all  the  time.  I  probably 
could  tell  by  looking  through  it.  [1540] 

Q.  This  is  your  handwriting,  is  it,  at  the  outset 
of  the  period?  A.     Yes. 


Q- 

Is  that  your  handwriting? 

A.    Yes. 

Q- 

Is  that  your  writing?            A. 

No. 

Q- 

Is  that  your  writing?             A. 

No,  it  isn't 

Q- 

Is  that  yours?            A.     No. 

Q- 

Or    that?            A.     No. 

Q. 

Or  that?            A.     No. 
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Q.     Or  that?  A.     No. 

Q.     Or  that?  A.     No. 

Q.     Or  that?  A.     No. 

Q.     Or  that?  A.     No. 

Q.     Or  that?  A.     No.   [1541] 

Q.     That  is  yours?  A.    Yes,  sir. 

Q.     These  are  yours  on  these  pages? 

A.    Yes. 

Q.     Is  that  your  writing?  A.     No. 

Q.     Is  that  your  writing  ?  A.     No,  that  isn't. 

Q.  For  the  month  in  which  all  the  entries  were 
made  in  someone  else's  writing,  Mr.  Schneider,  did 
you  actually  take  the  inventory? 

A.     Yes,  I  took  the  inventory  on  this. 

Q.  The  inventory,  ])ut  you  did  not  make  the 
record  ? 

A.  They  Avere  written  up  in  advance,  the  sheets, 
with  the  items,  and  then  they  were  filled  in  when 
the  inventory  was  taken. 

Q.  In  these  periods  when  the  writing  is  not 
yours  the  figures  are  yours? 

A.     Yes,  they  are. 

Q.     Those  are  yours?  A.     Yes,  they  are. 

Q.     Is  this  your  writing,  the  items  here? 

A.     No. 

Q.     Are  these  figures  yours?   [1542] 

A.    Yes. 

Q.     Are  these  figures  yours? 

A.     I  think  they  are. 

Q.     You  are  not  sure? 

A.     Let  me  see,  asrain.  I  would  say  in  that  one 
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that  some  are  mine,   and  some   are   the  the   office 

girls'. 

Q.     Some  are  the  office  girls"?  A.     Yes. 

Q.     Would  that  be  true  of  other  months'? 

A.     They  are  hardly  ever  mixed. 

Q.     Are  those  figures  yours,  January,  1945? 

A.     No,  the  are  not  mine. 

Q.     Are  any  of  them  yours  ?  A.I  think  not. 

Q.  How  about  February,  1945,  were  any  of  those 
figures  yours?  A.     I  believe  not. 

Q.  How  about  March,  1945,  were  any  of  the 
figures  yours?  A.     No. 

Q.  That  appears  to  be  true  of  a  good  many  of 
these  months? 

A.  Oh,  yes;  we  kept  them  on  a  separate  little 
board  with  the  blank  sheets  on  them,  and  they  were 
extended  and  put  in  here. 

Q.  In  this  book,  you  did  not  actually  use  [1543] 
it  in  taking  the  inventory? 

K.    Not  as  a  rule. 

Mr.  Cox:  We  will  object  to  the  admission  of 
these  documents,  your  Honor,  for  the  reasons  stated 
yesterday  by  Mr.  LeSourd  and  for  the  further  rea- 
son that  in  the  case  of  Defendants'  Exhibit  A-43  it 
refers  to  a  time  outside  the  period  covered  by  the 
Indictment,  and  to  a  company  not  concerned  in  the 
Indictment,  and  to  the  exhibit  identified  as  Ex- 
hibit A-42  to  the  extent  that  it  refers  to  a  period 
outside  the  period  covered  by  the  Indictment,  and 
for  the  reason,  likewise,  that  it  is  concerned  with 
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a  separate  corporation,  whose  tax  return  is  not  here 

involved. 

The  Court:  Your  first  objection  is  the  one  made 
to  the 

Mr.  Cox:  (Interposing)  We  object  to  the  whole 
of  each  exhibit  on  the  ground  that  it  is  irrelevant 
and  immaterial  and  that  it  relates  to  a  corporation 
not  involved  in  the  Indictment  here  under  consider- 
ation. 

We  object  further  to  the  tax  return,  and  to  the 
portion  of  this  book,  Defendants'  Exhibit  A-42,  on 
the  ground  that  in  addition  to  relating  to  an  ex- 
traneous corporation,  it  also  relates  to  a  time  not 
covered  by  the  Indictment. 

The  Court:  As  to  the  first,  I  understand  it  is 
[1544]  the  same  objection  as  made  to  A-34. 

Mr.  Cox:     Yes,  your  Honor,  and  that  series. 

The  Court:  That  objection  would  be  overruled 
insofar  as  it  is  the  same  objection.  As  to  the  second- 
ary and  more  specific  objection,  is  it  being  offered 
for  any  period, — I  am  talking  now  of  A-42 — for  any 
period  other  than  that  covered  in  the  Indictment? 

Mr.  Brody:  Your  Honor,  we  Avill  represent  that 
the  relevance  of  this  will  become  clear  in  the  testi- 
mony of  Mr.  Gorans,  who  will  be  the  witness  fol- 
lowing the  next  witness. 

Mr.  Cox:  Will  his  testim.ony  be  within  the  In- 
dictment period  only? 

Mr.  Brody :  His  testimony  v/ill  relate  to  a  period 
prior  to  the  Indictment  period,  and  it  will  be  our 
intention  at  that  time  to  show  an  intent  connected 
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up  \Yitli  transactions  in  the  Indictment  period. 

The  Court:  That,  of  course,  will  depend  upon 
testimony — admissil^ility  will  depend  upon  testi- 
mony as  it  comes  in. 

I  think  the  Court  would  have  to  sustain  the  ob- 
jection as  to  that  period  until  such  time  as  the 
testimony  comes  in,  at  least. 

Now,  as  to  A-43,  is  that  the  tax  return  of  Renton 
Ice?  [1545] 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Brody:     That  is  correct,  your  Honor. 

The  Court:  It  wouldn't  appear  to  be  admissible 
as  a  tax  return.  If  connected  up  later,  it  may  be 
re-offered.  The  Court  is  inclined  to  sustain  the  ob- 
jection now  on  the  showing  made. 

Mr.  Obenour:  With  this  witness,  we  would  ask 
a  couple  of  questions  pertaining  to  Exhibit  43.  It 
is  possible  that  it  might  subsequently  be  admitted 
as   I   understand   the   Court's  ruling. 

The  Court:  Yes,  any  question  you  may  wish  to 
ask  now  as  to  identification  of  the  document 

Mr.  Obenour:     On  the  document  itself? 

The  Court:     Only  for  identification. 

Mr.  Cox:  We  would  object  to  any  question  on 
the  document,  itself. 

Cross  Examination 
Q.     (By  Mr.  Obenour) :    Who  prepared  this  ex- 
hibit, 43,  the  tax  return,  Mr.  Schneider? 
A.     Mr.  Taylor,  I  believe. 
Q.    Bid  you  examine  it  before  you  signed  it? 
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A.     I  don't  know. 

Q.  Is  Officers'  Salary,  and  referring  to  B.  J. 
Schneider,  is  that  you?  [1546] 

Mr.  Cox:  If  the  Court  please,  we  object  to  any 
question  as  to  a  specific  item  in  the  exhibit  as  to 
testimony  relating  to  the  exhibit,  and  a  period  out- 
side of  the  Indictment. 

The  Court:  Is  this  something  this  witness  en- 
tered ? 

Mr.  Cox:  As  I  understand  his  answer,  I  am  not 
sure  he  read  it. 

Mr.  Obenour:  He  signed  it.  I  am  asking  if  this 
is  the  same,  under  the  Schedule  "F"  for  compensa- 
tion of  officers,  if  he  is  the  man  who  is  listed  there 
under  the  officers  ? 

The  Court:    Well,  is  it  a  typewritten  name? 

Mr.  Obenour:    Yes. 

Mr.  Cox:  The  document  is  not  in  evidence,  your 
Honor. 

The  Court:  Well,  I  think  possibly  as  to  the 
name — you  say  you  don't  know  whether  you  have 
read  it  or  not? 

The  Witness:     I  am  not  sure  that  I  did. 

The  Court:  Well,  he  probably  wouldn't  know 
what  is  in  there,  then. 

Mr.  Obenour:    No  other  questions. 

Mr.  Brody:     No  further  questions,  your  Honor. 

The  Court:    That  is  all.  [1547] 

(Witness  excused.) 
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The  Court:  Mr.  Schneider  is  still  under  sub- 
poena. 

Mr.  Brody:    Subject  to  call. 

The  Court:     Subject  to  call. 

Mr.  Moriarty:  Objection  is  sustained  at  this  time 
to  both  documents,  your  Honor"? 

The  Court:  No,  objection  was  sustained  to  docu- 
ment A-43  and  to  A-42  insofar  as  it  related  to  a 
period  outside  of  the  Indictment.  It  is  restricted 
now  to  a  period  included  within  the  Indictment. 

The  Clerk:    A-42  is  admitted? 

The  Court:    With  limitations. 

(Defendants'  Exhibit  A-42  admitted  in  evi- 
dence.) 

Mr.  Cox:  We  object  to  its  admission  at  all,  your 
Honor. 

The  Court :    That  is  on  the  general 

Mr.  Cox:  (Interposing)  On  the  general  groimd 
and  on  the  ground  of  irrelevance  of  any  record  of 
Renton  Ice  and  Ice  Cream  Company  at  this  stage 
of  the  case. 

The  Court:  I  take  it  this  portion  covered  within 
the  Indictment  could  relate  to  matters  covered  by 
the  Government's  proof. 

Mr.  Cox:  That  was  not  our  understanding,  but 
[1548]  so  long  as  the  record  shows  our  objection  on 
that  ground  as  well  as  the  general  grounds 

The  Court:  (Interposing)  I  am  giving  you  my 
distinction. 

Mr.  Brody:    Miss  Simonson?  [1549] 
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MARY  MAUD  SIMONSON 
upon  being  called  as  a  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  upon  being  first  duly- 
sworn,  testified  as  follows: 

Direct  Examination 

The  Clerk:  I  want  your  name,  please,  and  the 
spelling  of  your  name. 

The  Witness:  Mary  Maud  Simonson,  S-i-m-o-n- 
s-o-n  (spelling). 

Q.  (By  Mr.  Brody:)  Will  you  please  state  your 
full  name  for  this  Jury,  Miss  Simonson'? 

A.     Mary  Maud  Simonson. 

Q.     And  your  address'? 

A.     Stanwood,  Washington. 

Q.     And  by  whom  are  you  employed? 

A.     Garrison  &  Company. 

Q.     And  where  is  that? 

A.  Camano  Island,  and  the  address  is  Stanwood, 
however. 

Q.  And  in  what  capacity  are  you  presently  em- 
ployed I 

A.     I  am  the  bookkeeper,  the  only  bookkeeper. 

Q.  Were  you  ever  employed  by  Finstad  and 
Utgard,  Incorporated,  at  Conway,  Washington? 

A.     Yes,  sir. 

Q.     What  was  the  period  of  your  employment? 

A.  I  was  employed  there  in  1945  until  that 
creamery  was  sold  to  Darigold. 

Q.  And  what  was  the  date  of  that  sale,  or  in 
what  year  did  it  take  place? 
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A.  1952,  if  I  remember  correctly.  I  was  there 
71/2  years,  anyway. 

Q.  And  what  were  your  duties  at  Finstad  and 
Utgard? 

A.  I  was  the  bookkeeper,  and  I  might  say,  the 
only  bookkeeper,  although  there  was  an  older  man 
in  the  office  who  assisted  in  that  he  kept  the  record 
of  the  employes  of  the  plant. 

Q.     And  who  was  that  ?  A.     Mr.  Utgard. 

Q.  And  aside  from  that,  was  there  any  other 
regular  bookkeeping  personnel  employed  at  Fin- 
stad and  Utgard?  A.     No. 

Q.  And  will  you  state  what  books  and  records 
you  kept  at  Finstad  and  Utgard^ 

A.  Well,  all  the  records  that  were  kept,  except, 
as  I  said,  the  payroll  account  was  kept  by  Mr.  Ut- 
gard and  Mr.  Utgard,  when  I  first  went  there, 
checked  the  bank  balance  [1551]  but  after  a  short 
time,  I  did  all  the  reconciliation  of  bank  statements 
and  all  the  deposits. 

Q.  And  in  the  years  1946  through  1949,  who 
made  out  the  monthly  statements  at  Finstad  and 
Utgard? 

A.  I  did,  as  far  as  our  office  is  concerned,  if 
that  is  what  you  mean.  They  were  turned  over  to 
the  auditor. 

Q.     And  who  was  the  auditor? 

A.     Mr.  Taylor. 

Q.  And  will  you  describe  the  so-called  state- 
ments which  you  prepared? 

A.     Well,  unless  you  want  me  to  go  into  detail, 
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it  is  rather  difficult  to  describe.  I  kept  an  ac- 
counts receivable,  and  kept  an  account  of  tbeir 
cheese  and  a  daily  gas  record,  and  a  record  of  our 
petty  cash  but  the  report  made  out  to  Mr.  Taylor 
was  made  on  columnar  pads. 

Q.  And  did  you  make  any  typewritten  report  to 
Mr.  Taylor?  A.    Yes,  I  did. 

Q.     And  what  was  the  nature  of  that  report? 

A.  It  was  simply  a  summary  of  all  of  these 
things  taken  from  the  columnar  pads,  and  from 
the  inventory. 

Q.  And  will  you  state  under  what  circumstances 
you  began  to  make  such  a  record? 

A.  I  did  it,  myself.  It  was  my  own  idea  to  speed 
[1552]  up  the  work  at  the  time  Mr.  Taylor  came, 
because  you  know,  yourself,  if  you  have  four  or  five 
large  columnar  pads,  it  is  hard  to  keep  looking 
them  over,  so  I  thought  it  would  be  more  concise  if 
I  put  them  on  one  pad. 

Q.  And  did  you,  in  fact,  turn  the  sheets  over  to 
Mr.  Taylor?  A.     I  did. 

Q.     And  what  time  did  you  give  them  to  him? 

A.     At  the  time  he  came  to  audit  the  books. 

Q.     And  how  often  did  he  come? 

A.     Once  a  month. 

Mr.  Brody:    Will  you  mark  this  as  one  exhibit. 

The  Clerk:  Defendants'  Exliibit  No.  A-44 
marked  for  identification. 

(Defendant's  Exhibit  A-44  marked  for  iden- 
tification.) 

Q.     (By  Mr.  Brody)  :     Nov/,,  showing  you,  Miss 
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Simonson,  what  has  been  marked  as  Defendants' 

Exhibit  No.  A-44,  can  you  identify  those  records? 

A.     I  identify  them  in  this,  that  I  recognize  them. 

Q.  And  what — and  as  what  do  you  recognize 
them? 

A.  As  a  monthly  statement,  two  months,  really, 
[1553]  the  summary  of  two  months. 

Q.     And  were  those  statements  prepared  by  you  ? 

A.    Yes,  they  were. 

Q.  Are  these  statements  to  which  you  have  re- 
ferred as  the  ones  which  you  prepared  for  Mr. 
Taylor?  A.    Yes,  they  are. 

Q.  And  will  you  go  through  the  statements  to 
check  that  they  are  your  statements  and  tell  us  the 
months  which  they  cover? 

A.     Do  you  wish  me  to  state  that  to  the  Court? 

Q.     Yes,  state  it  to  the  Court  and  the  Jury. 

A.  November  and  December,  1946;  October  and 
November,  1946;  September  and  October,  1946; 
August  and  September,  July  and  August. 

Q.  Is  this  1946  to  which  you  refer.  Miss  Simon-, 
son? 

A.  That  is  correct;  1947,  November  and  Decem- 
ber, 1947;  October-November  of  1947;  September- 
October  of  1947;  August- September  of  1947;  July- 
August  of  1947 ;  June- July  of  1947 ;  May  and  June 
of  1947;  April  and  May  of  1947;  May  and  April, 
1947:  February  and  March  of  1947;  January  and 
February  of  1947. 

And  this  other  one  was  December  and  January, 
December,   1946  and  January,   1947. 
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November  and  December,  1948;  December  [1554] 
of  1948  and  January,  1949. 

Mr.  Brody :    I  will  now  offer  A-44. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Patten:     No  objection. 

Mr.  Le  Sourd:    May  I  inquire,  your  Honor? 

Cross  Examination 

Q.  (By  Mr.  LeSourd)  :  I  notice  that  same  of 
these  are  on  the  yellow  paper,  and  some  on  white 
paper.  Are  these  all  copies  that  were  kept  in  your 
office? 

A.  It  never  made  any  difference  what  kind  of 
paper  they  were  done  on.  It  was  just  my  idea.  I 
could  do  anything  I  pleased,  so  far  as  that  would 
be  concerned. 

Q.  These  were  made  by  you  and  kept  in  your 
office,  were  they? 

A.     I  kept  a  copy  in  our  office. 

Q.     You  made  them  in  duplicate,  did  you? 

A.  Yes,  I  did;  that  was  for  the  benefit  of  the 
plant  manager? 

Q.  Yes ;  and  you  had  those  there  when  Mr,  Tay- 
lor came  to  3^our  office?  A.     Yes. 

Q.     And  how  often  did  he  come? 

A.     Once  a  month.  [1555] 

Q.     And  he  was  there  one  day,  was  he? 

A.    Yes. 

Q.  I  think  you  said  that  you  yourself  recon- 
ciled the  bank  nccoiint  during  this  period? 

A.     Yes,  I  did. 
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Q.  Mr.  Taylor  wasn't  there  when  the  inventory 
was  taken,  was  he? 

A.     The  plant  manager  took  the  inventory. 

Q.  The  plant  manager  took  the  inventory;  Mr. 
Taylor  didn't  circulate  the  accounts  receivable,  did 
he,  or  the  accounts  payable  to  check  those? 

Mr.  Brody:  Your  Honor,  I  object.  These  don't 
appear  to  go  to  the  identification  of  the  exhibit,  but 
it  is  cross-examination  of  Miss  Simonson. 

Mr.  Le  Sourd:  I  think  that  is  well  taken.  I  will 
reserve  it.  If  the  Court  please,  we  will  make  the 
same  objection  to  these  records.  Here  we  are  deal- 
ing with  the — they  are  irrelevant  and  immaterial. 
The  are  dealing  with  a  separate  corporation  and  ob- 
viously, they  have  nothing  to  do  with  the  Govern- 
ment's proof  concerning  this  corporation,  and  we 
are  again  wandering  far  afield  in  my  opinion,  your 
Honor,  and  we  feel  that  it  is  improper  as  a  part  of 
the  Defendant  Forster's  case  to  open  up  this  case 
to  that  extent.  We  strongly  object  on  that  ground. 

The  Court:  It  incorporates  your  other  objection 
[1556]  plus  the  fact  that  this  a  corporation  not 
mentioned  in  the  Indictment,  and  not  wholly  oA^oied 
by  the  defendant? 

Mr.  Le  Sourd:  Yes;  we  are  going  further  and 
further  into  other  corporations  where  obviously  it 
has  no  bearing  on  the  issues  raised  by  the  Govern- 
ment. 

Mr.  Brody:     Your  Honor 

The  Court:  (Interposing)  This,  I  take  it,  will 
be  connected  up  later. 
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Mr.  Brody:  Yes,  your  Honor.  I  wish  to  state  to 
the  Court  it  is  offered  for  the  same  purpose  as  were 
the  other  exhibits,  A-34,  through  A-40,  yesterday. 

Mr.  Le  Sourd:  And,  if  your  Honor  please,  that 
purpose  was  frankly  stated  as  not  connected  with 
any  of  the  factual  issues  raised  by  the  Government. 

Mr.  Brody:  Your  Honor,  we  stated  yesterday 
extensively  throughout  the  argument 

The  Court:  (Interposing)  There  is  no  objection 
from  the  Government  f 

Mr.  Patten:     No,  your  Honor. 

The  Court:    Objection  overruled. 

Mr.  Brody:     A-44  is  admitted,  your  Honor? 

The  Court:    A-44  is  admitted. 

(Defendants'  Exhibit  No.  A-44  admitted  in 
evidence.)    [1557] 

Direct  Examination — (continued) 
Q.  (By  Mr.  Brody)  :  Miss  Simonson,  referring 
to  certain  changes  or  alterations  which  have  been 
made  in  pencil  on  the  face  of  the  various  sheets  of 
Exhibit  A-44,  I  will  ask  you  to  identify  certain  of 
these  as  to  whether  or  not  the  alterations  are  in 
your  hand.  First,  I  refer  you  to  the  top  page  of 
the  exhibit,  containing, — A-44 — which  contains  the 
months  of  November  and  December,  1946. 

Calling  your  attention  to  the  right-hand  column 
marked  December,  1946 — and  the  figure — to  the 
item  marked  "Inventory."  Will  you  state  what 
entry  appears  there? 

Mr.  Le  Sourd:     Just  a  moment,  if  your  Honor 
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please.  We  will  object  to  that  upon  the  ground  it  is 
immaterial  and  irrelevant  to  the  case.  There  is  no 
connection  with  any  issue  in  this  case,  and  I  will 
move  to  strike  the  conclusions  and  observations  con- 
tained in  Mr.  Brody's  question. 

The  Court:  I  am  inclined  to  think  the  objection 
should  be  sustained,  Mr.  Brody,  at  this  point. 

Mr.  Brody:  Well,  your  Honor,  the  purpose  of 
the  offer,  and  the  purpose  of  this  testimony  is,  as 
we  stated  yesterday,  in  our 

The  Court:  (Interposing)  I  understand.  I  sus- 
tain the  objection.   [1558] 

Mr.  Griffin:  Well,  then,  may  we  present  this 
right  now,  in  the  absence  of  the  jury,  then*? 

The  Court :  We  will  wait  until  recess  time,  please. 

Q.  (By  Mr.  Brody) :  Miss  Simonson,  are  you 
familiar  with  the  defendant  Hans  Forster? 

A.    Yes. 

Q.  And  in  what  capacity  did  you  become  fa- 
miliar with  Mr.  Forster? 

A.     I  met  him  when  he  came  to  the  plant. 

Q.  And  on  what  occasions  did  you  see  Mr.  Fors- 
ter? 

A.  Well,  many  times  he  came  up  with  Mr.  Tay- 
lor but  he  was  Vay  over  at  the  plant  most  of  the 
time,  although  I  met  him  and  knew  him. 

Q.  And  what  was  Mr.  Forster's  connection  with 
Finstad  and  Utgard,  Incorporated? 

A.  Well,  my  miderstanding  was  that  he  was  the 
owner  of  Finstad  and  Utgard.  I  don't  know  if  that 
is  the  way  to  state  it  or  not,  but  anyway 
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Q.  (Interposing)  And  do  you  know  "whether 
or  not  he  was  an  officer  of  the  corporation'? 

A.    Yes. 

Q.    Do  you  know  what  office  he  held*? 

A.     No.   [1559] 

Q.  Now,  in  the  course  of  your  duties  as  book- 
keeper at  Finstad  and  Utgard,  did  Mr.  Forster  ever 
make  an  entry  on  those  books  while  they  were  under 
your  supervision?  A.     Never. 

Q.  Did  Mr.  Forster  ever  examine  or  look  at 
the  books  during  the  period  in  which  they  were 
under  your  supervision?  A.     No,  he  did  not. 

Q.  Did  Mr.  Forster  ever  at  any  circumstance  or 
occasion  discuss  any  financial  transaction  of  the 
company  with  you?  A.     Not  with  me. 

Q.  And  referring  to  Defendants'  Exhibit  A-44, 
did  anyone  inform — ever  inform  you  that  you  didn't 
need  to  keep  your  copies  of  that  record? 

Mr.  Le  Sourd:  I  will  object  to  that  as  imma- 
terial, if  the  Court  please. 

The  Court:    Objection  overruled. 

Q.  (By  Mr.  Brody  continuing)  :  You  may  an- 
swer the  question,  Miss  Simonson. 

Did  anyone  ever  tell  you  that  you  did  not  need 
to  keep  your  record  copies  of  the  record  A-44? 

A.  It  was  suggested  it  was  not  necessary  to 
keep  [1560]  them. 

Q.    And  by  whom  was  that  suggestion  made? 

A.    Mr.  Taylor. 

Mr.  Brody:     Your  Honor,  that  is  the  extent  of 
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the  testimony  of  this  witness,  except  insofar  as  we 

wish  to  examine  concerning  Exhibit  A-44. 

The  Court:  The  question  you  put  you  wish  to 
have  answered? 

Mr.  Brody:  That,  and  there  will  be  several  suc- 
ceeding questions,  if  we  may  consider  that  matter 
now  before  going  on  the  the  next  witness. 

The  Court:  Yes,  so  that  we  will  take  the  recess 
at  this  time. 

Ladies  and  Gentlemen  of  the  Jury: 
Now  we  will  take  the  mid-morning  recess.  The 
Court  calls  your  attention  to  the  admonition  given 
on  similar  occasions,  and  asks  that  you  heed  it  on 
this  occasion. 

You  may  now  be  excused. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 
The  Court:    You  wish  to  present  the  argument? 
Mr.  Brody:    Yes. 

The  Court:  Mr.  Reporter,  will  you  back  check 
and  get  the  question? 

You  may  step  down,  if  you  wish.   [1561] 
(Witness  retired  from  mtness  stand.) 
(Whereupon,  the  following  question  was  read 
hy  the  reporter: 

"Miss  Simonson,  referring  to  certain  changes 
or  alterations  which  have  been  made  in  pencil 
on  the  face  of  the  various  sheets  of  Exhibit 
A-44,  I  will  ask  you  to  identify  certain  of  these 
as  to  whether  or  not  the  alterations  are  in  your 
hand?  First,  I  refer  you  to  the  top  page  of  the 
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exhibit  containing — A-44 — wliicli  contains  the 
months  of  November  and  December,  1946.  Call- 
ing your  attention  to  the  right-hand  column 
marked  December,  1946,  and  to  the  figure — to 
the  item  marked  'Inventory'.  Will  you  state 
what  entry  appears  there*?" 

The  Court:     It  is  obvious 

Mr.  Griffin:  There  is  no  question  as  to  form,  but 
I  thought  your  Honor  was  going  to  substance. 

The  Court :  I  do  try  to  explain,  but  I  don't  think 
I  should,  always. 

Mr.  Griffin:  There  was  no  question  as  to  form. 
I  thought  you  were  going  to  substance.  That  is  all, 
I  am  sorry. 

The  Court:  I  think.  Gentlemen,  you  have  to 
watch  the  form  of  these  questions. 

Mr.  Brody:     Yes,  your  Honor.  [1562] 
The  Court :    We  will  take  a  fifteen-minute  recess. 
(Whereupon,  at  10:58  o'clock  a.m.,  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  11:13  o'clock  a.m.  March  18,  1954, 
at  which  time,  counsel  and  defendants  hereto- 
fore  noted   being   present,   the   following  pro- 
ceedings were  had,  to-wit:) 
Mr.  Obenour:     If  the   Court  x)lease,  before  the 
Jury  comes  in,  Mr.  Jensen  asks  if  he  could  be  ex- 
cused from  the  Court  to  take  a  trip.    It  is  my  re- 
collection someone  requested  he  remain  in  attend- 
ance. 

The  Court:  Does  anyone  wish  Mr.  Jensen  held 
under  subpoena? 
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Mr.  Brody:     No,  your  Honor. 

The  Court;  Mr.  Jensen  may  be  excused,  then. 
Miss  Simonson,  if  you  will  take  the  stand. 

(Whereupon,  the  witness  resumed  the  wit- 
ness stand.) 

(Whereupon,  the  jury  was  returned  to  the 
courtroom.) 

The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor.  [1563] 

Mr.  Brody:    Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Brody. 

Q.  (By  Mr.  Brody) :  Miss  Simonson,  will  you 
state  why  you  included  two  months  on  each  of  these 
reports  % 

A.  For  use  of  comparison.  You  can  always  do 
your  book  work  better  if  you  know  from  the  pre- 
ceding month  and  bring  your  balances  up  to  date. 

Q.  Was  one  of  the  months  on  the  report  the 
current  month? 

A.     Yes,  the  one  on  the  right-hand  side. 

Q.  And  what  was  the  month  on  the  left-hand 
side  ?  A.     The  preceding  month. 

Q.  Now,  referring.  Miss  Simonson,  to  the  top 
page  of  Defendants'  Exhibit  A-44,  marked  Novem- 
ber and  December,  1946,  in  the  right-hand  column, 
will  you  state  what  entry  appears  under  "Inven- 
tory"? A.     The  amount? 

Q.    Yes.  A.    $22,167.47. 
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Q.     Now,  is  any  pencilled  figure 

A.     (Inter]3osing)  1 

Q.     (Continuing)  contained  in  that  sum? 

A.  I  don't  know  whether  I  should  have  stated 
that  or  not,  now  that  I  look  at  it  well.  There  is  a 
mark,  a  [1564]  one  over  the  top  of  a  two.  The  two 
is  in  typing,  and  the  one  is  in  pencil.  I  don't  know 
why. 

Q.  Now,  using  the  typed  figures  only,  what  is 
the  figaire  under  the  heading  "Inventory'"? 

A.     $22,167.47. 

Q.  Now,  using  instead  of  the  typed  figure,  the 
pencilled  figure  that  appears,  what  is  the  sum  in- 
cluded  under   "Inventory"?  A.     $12,167.47. 

Q.  Now,  would  it  be  possible  for  you  by  refer- 
ence to  your  sheet  for  the  succeeding  month  to 
check  under  what  entry  for  1946  ? 

A.     Well,  the  entry  for  November  was  $23,441.32. 

Q.  Would  it  be  possible  by  reference  to  your 
December  entry  and  January,  1947,  statement  to 
check  the  inventory  again? 

A.     Yes,  it  should  be. 

Mr.  Le  Sourd:  If  the  Court  i^lease,  just  a  mo- 
ment. I  am  going  to  object  to  this  line  of  testimony 
and  move  to  strike  all  of  it  again  on  the  ground 
that  there  is  no  relevancy  or  materiality  appearing 
to  the  issues  in  this  case.  Here  we  are  going  into 
matters  of  inventory  and  other  matters  on  the  books 
of  a  separate  corporation  without  any  connection 
with  the  matters  shown  by  the  Government,  and  I 


United  States  of  America  409 

(Testimony  of  Mary  Maud  Simonson.) 

will  move  to  strike  all  [1565]  of  this  testimony  at 

this  time. 

The  Court:  This  is  in  essence  the  same  objec- 
tion? 

Mr.  Le  Sourd :    It  is,  yes. 

The  Court:    Made  before. 

Mr.  Brody:  Yes,  your  Honor,  the  purpose  on 
behalf  of  the  Defendant  Forster  is  the  same. 

The  Court:  The  Court  will  overrule  the  objection 
and  motion. 

Mr.  Le  Sourd:  In  order  to  avoid  repeated  ob- 
jection on  this,  will  the  Court  permit  us  to  have  a 
standing  objection  to  this  line  of  testimony  in  re- 
gard to  this  witness? 

The  Court:    With  this  witness? 

Mr.  Le  Sourd :  Yes,  I  will  repeat  the  request  for 
each  witness. 

The  Court:  And  that  would  relate  to  this  docu- 
ment ? 

Mr.  Le  Sourd:    Yes,  that  is  right. 

The  Court:  Is  there  any  objection  from  counsel 
in  that  respect? 

Mr.  Grifiin:    No,  your  Honor. 

Mr.  Brody :  No,  because  the  remaining  testimony 
with  this  document  would  be  the  same  type  of  tes- 
timony. 

The  Court:    And  all  the  testimony  is  objected  to? 

Mr.  Le  Sourd:    Yes. 

The  Court:    And  the  document  also? 

Mr.  Le  Sourd:  Yes,  on  the  ground  it  is  irrele- 
vant and  immaterial. 
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The  Court:  The  record  may  show  that  objection 
and  it  will  go  throughout  to  the  examination  of 
this  witness. 

Mr.  Le  Sourd:    Thank  you. 

Q.  (By  Mr.  Brody)  :  Now,  on  your  report  for 
January,  1947,  Miss  Simonson,  can  you  tell  us  what 
that  report  shows  as  the  the  inventory  in  the  month 
of  December,  1946?  A.     $22,167.47. 

Q.  Now,  Miss  Simonson,  did  you  place  the  pen- 
cilled one  over  the  figure  two  in  the  entry  for  De- 
cember, 1946? 

A.  Well,  I  couldn't  have  because  the  figure  here 
for  December  was  twenty-two  thousand  in  the  type- 
writing and  it  is  twenty-two  thousand  in  January. 
Therefore,  if  I  did,  I  verified  the  fact  it  was  twenty- 
two  thousand. 

The  Court:    The  question  is,  did  you? 

The  Witness:    No,  not  to  my  knowledge.  [1567] 

Q.  (By  Mr.  Brody)  :  I  now  refer  you  in  De- 
fendants' Exhibit  A-44,  Miss  Simonson,  to  the  sheet 
for  the  month  of  December,  1947,  which  contains 
the  month  heading  November,  1947,  and  Decem- 
ber, 1947?  A.     Yes. 

Q.  Will  you  state  what  appears  under  the  cap- 
tion "Inventory,"  January  1st? 

A.  Inventory,  January  1st.  Well,  what  appears 
here,  $7,760.96. 

Q.  Now,  will  you  tell  us  in  what  manner  those 
figures  appear,  whether  in  pencil  or  in  typing? 

A.  Well,  the  first  two  digits  are  in  pencil,  and 
the  rest  is  in  typing. 
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Q.     Now,  can  you  state  whether  or  not  you  put 

in  the  pencilled  figures  77  which  are  the  first  two 

digits  ? 

A.     I  wouldn't  recognize  it  as  my  writing. 

Q.     Now,  will  you  state  what  entry  appears  for 

the  month  of  December,  1947,  as  accounts  paya])le 

Will  you  first  tell  us  what  accounts  payable  "S" 
means  ? 

A.  In  the  Stanwood  Bank,  because  this  company 
did  bank  in  two  different  banks.  The  Bank  of  Stan- 
wood  and  the  Bank  of  Mount  Vernon. 

Q.     What  is  the  entry.  Miss  Simonson?  [1568] 

A.  It  would  be  accounts  payable  in  the  check 
register  or  Bank  of  Stanwood. 

Q.  And  in  what  amount  appears  under  that  cap- 
tion? 

A.     Well,  the  one  that  appears  is  $18,482.13. 

Q.  Now,  will  you  tell  us  in  what  manner  that 
appears,  as  to  whether  the  figures  are  pencilled  or 
in  typing? 

A.     The  first  figure  is  pencilled. 

Q.     And  in  what  figure  is  that? 

A.     Well,  it  is  the  ten  thousand  figure. 

Q.     Is  it  the  digit  one? 

A.     It  is  the  digit  one. 

Q.  And  did  you  place  that  one  there.  Miss  Si- 
monson? A.     No. 

Mr.  Brody:  I  wonder  if  I  may  have  permission 
to  show  to  the  Jury  the  position  of  that  figure  one, 
your  Honor? 
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The  Court:    Yes. 

Mr.  Brody:  The  witness  has  referred  to  this 
figure  one. 

(Mr.  Brody  holds  document  up  before  Jury.) 

A  Juror:    We  can't  see. 

The  Court :  Do  you  want  to  pass  it  around  *?  All 
right.   You  can  proceed  with  the  examination. 

Mr.  Brody:  It  will  require  the  exhibit,  your 
Honor.  After  a  moment,  I  will  proceed. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  Brody) :  Now,  referring  you  again 
to  Defendants'  Exhibit  A-44,  Miss  Simonson,  I  call 
your  attention  to  the  page  which  is  headed  Novem- 
ber, 1948,  and  December,  1948. 

A.     Yes,  sir. 

Q.  Can  you  tell  us  for  what  month  that  is  the 
report  ? 

A.     Well,  it  is  the  report  for  December. 

Q.  And  will  you  state  what  figure  is  carried  as 
inventory  for  December,  1948,  as  shown  on  this 
report  *? 

A.  Well,  the  one  that  is  here,  I  take  that  to  be 
a  zero 

Q.     (Interposing)  Well,  read  it  as  best  you  can. 

A.  It  looks  like  $10,674.10.  That  is  the  way  it 
looks. 

Mr.  Keesling:    I  didn't  get  that  figure. 

Q.  (By  Mr.  Brody)  :  Would  you  state  the  fig- 
ure again  once  more.  Miss  Simonson*? 

A.     $10,674.10. 

Q.     Nov/,  by  reference  to  the  report  for  the  sue- 
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ceeding  month  of  January,  1949,  can  you  check  the 

inventory  [1570]  figure  for  December? 

A.     Well,  this  is  1948. 

This  is  1948,  yes. 

Q.  And  what  figure  appeared  as  inventory  in 
the  succeeding  month's  report? 

A.     $14,674.10. 

Q.  Miss  Simonson,  will  you  state  in  the  Decem- 
ber statement  v/hether  any  pencilled  figure  occurs 
in  the  figure  $10,674.10? 

A.     The  zero,  the  first  zero. 

Q.  And  did  you  place  that  zero  there,  Miss  Si- 
monson? A.     No. 

Q.  Miss  Simonson,  did  you  send  the  original 
copies  of  these  reports  to  Mr.  Taylor? 

A.     He  usually  took  them. 

Q.     And  are  these 

A.  (Interposing)  You  know,  because  I  just  gave 
vliem  to  him  when  he  came  to  make  his  report.  That 
is,  vv'hen  he  came  to  do  his  work  on  the  books. 

Q.  And  Defendants'  Exhibit  A-44,  are  those 
ori2:inal  copies ;  will  you  examine  them  to  determine 
that? 

A.  These  should  be  the  original  copies.  They 
look  to  me  like  original  typing  all  over  them. 

Your  second  page  on  a  typewriter  does  not  [1571] 
look  like  this.    I  would  say  they  were  all  original. 
Mr.  Brody:    You  may  inquire. 
Mr.  Patten :    No  questions. 
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Cross  Examination 

Q.  (By  Mr.  LeSonrd) :  Are  these  the  set  that 
you  kept  in  your  office,  or  are  these  the  set  that 
went  ? 

A.  Those  are  the  ones,  I  take  it,  that  went  to 
Mr.  Taylor,  because  they  are  the  originals.  We 
kept  the  duplicate  in  the  office. 

Q.  And  you  did  keep  the  duiDlicate  in  your 
office?  A.     Yes,  sir. 

Q.     And  Mr.  Taylor  had  a  set  also? 

A.  That  is  right,  we  kept  a  duplicate  for  the 
manager  of  the  Creamery. 

Q.  You  say  that  Mr.  Taylor  advised  you  it 
wasn't  necessary  for  you  to  keep  a  set? 

A.     That  is  right. 

Q.     Because  he  had  a  set  himself? 

A.     That  is  right. 

Q.     So  that  there  was  no  necessity  for  it? 

A.     That  is  right. 

Q.  Did  you  ever  hear  of  the  Skagit  County 
Dairymen's  Association  ? 

A.     I  certainly  did.   [1572] 

Q,  And  they  did  a  great  deal  of  business  with 
this  company,  didn't  they? 

A.     Considerable. 

Q.  And  did  you  ever  hear  of  amounts  that  were 
payable  by  Finstad  and  Utgard  to  that  company, 
to  the  bonus,  extra  amounts? 

Mr.  Brody:  I  will  object,  your  Honor,  if  the 
amount 

Mr.  Le  Sourd :    It  e^oes  to  the  testimony  here. 
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The  Court:    You  may  proceed. 

A.     I  don't  quite  understand  your  question. 

Q.  (By  Mr.  LeSourd)  :  Wasn't  there  additional 
amounts,  sometimes  called  "bonuses,"  payable  to 
Skagit  County  Dairymen's  Association  that  were 
paid  after  the  end  of  each  year'? 

A.  I  still  don't  get  the  l)onus  that  we  paid.  In 
that  company,  they  were  j^aid  to  the  shipi^ers. 

Q.     Paid  to  the  shippers'? 

A.  Yes,  the  shippers  got  a  bonus  during  the 
year,  and  those  were  made  out  as  separate  papers. 

Q.  As  separate  papers.  Does  the  Skagit  County 
Dairymen's  Association  represent  the  shippers'? 

A.  Why,  no.  Maybe  you  don't  know  anything 
ai30ut  milk. 

Q.  I  certainly  don't.  I  am  just  trying  to  find 
out.  [1573]  I  am  trying  to  'find  out,  but  there  were 
bonuses  paid  to  the  shippers  of  milk? 

A.     The  shippers,  yes. 

Q.  And  those  bonuses  were  paid  after  the  end 
of  the  year'? 

A.  At  the  end  of  the  year,  yes,  after  they  were 
decided  upon  by  the  milk  companies. 

Q.  And  those  bonuses  were,  in  substance, 
amounts  weren't  they,  depending  on  how  much  the 
farmer  had  shipped"? 

A.     They  were  based  entirely  on  butter  fat. 

Q.  But  the  total  payable  by  Finstad  and  Utgard 
might  exceed  ten  thousand  dollars  a  year,  is  that 
correct  ? 

A.    It  would  be  hard  for  me  to  remember  how 
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much.  We  paid  them  differently  in  two  counties^ 
Skagit  and  Snohomish,  and  we  had  to  figure  hun- 
dredweight in  one  county  and  butterfat  in  another. 
And  I  don't  think  you  would  remember  those  fig- 
ures unless  you  had  them  in  front  of  you. 

Q.     I  certainly  would  not.  A.     No. 

Q.  Then,  at  the  end  of  the  year,  whatever  bon- 
uses were  properly  to  be  payable  to  these  farmers 
would  have  to  be  estimated,  wouldn't  they,  to  enter 
into  accounts  payable?  [1574] 

A.     Not  estimated,  they  were  figured  accurately. 

Q.     And  you  paid  them'?  A.    Yes. 

Q.  But  prior  to  the  time  you  i:)aid  them,  when 
the  company  had  received  milk  from  the  shippers, 
you  had  an  undetermined  liability  for  bonus,  until 
it  was  figured  and  paid? 

A.  I  suppose  you  would  say  it  was  an  undeter- 
mined liability. 

Q.  Yes;  handing  you  Defendants'  Exhibit  No. 
A-44,  on  the  first  page  you  testified  to  a  mark. 

A.    Yes. 

Q.  In  front  of  a  figure  $2,167.47.  Do  you  know 
who  put  the  mark  on  there? 

A.    I  could  not  tell  you.   I  know  I  didn't. 

Q.  Yes;  I  understand  that  is  your  testimony. 
And,  on  December,  1947,  you  testified  to  accounts 
pa.vable.  A.     This  one,  yes. 

Q.  Yes,  with  a  one  in  pencil  in  front  of  that 
item.  A.    Yes. 

O.     Do  you  know  wlio  put  that  there? 

A.     No,  I  do  not. 
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Q.  The  effect  of  that  one  would  be  to  increase 
the  [1575]  accounts  payable  by  ten  thousand  dollars 
at  the  end  of  the  year?  A.    Yes. 

Q.  Do  you  know  whether  or  not  that  was  attrib- 
utal3le  to  the  bonus  owed? 

A.     No,  it  couldn't  be  at  that  time. 

Q.     It  could  not  be  at  that  time? 

A.     No,  it  couldn't  be. 

Q.  Weren't  these  bonuses  paid  after  the  end  of 
the  year? 

A.  January,  if  we  could  get  them  made  up,  and 
we  usually  did. 

Q.  And  they  reflected  shipments  of  milk  during 
the  preceding  fall,  didn't  it?  A.     Yes. 

Q.  Yes,  of  course;  on  December,  1947,  in  De- 
fendants' Exhibit  A-44,  you  testified  to  certain 

A.     (Interposing)  Yes. 

Q.  (Continuing)  pencil  figures  opposite  in- 
ventory?           A.     Yes. 

Q.     Do  you  know  who  put  those  on? 

A.     No,  I  do  not. 

Q.     Do  you  know  Mr.  Egeness's  writing? 

A.  I  recognized  his  writing  in  one  place  here, 
but  [1576]  that  doesn't  look  like  it. 

Q.     You  don't  think  that  is  his  writing? 

A.  And,  anyway,  I  don't  think  you  could  recog- 
nize anybody's  seven  very  well.  That  is  a  poor  fig- 
ure to  go  by. 

Q.     It  may  be. 

A.     It  is.  This  is  December,  1948. 
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Q.  Yes,  in  December,  1948,  do  you  find  under 
' 'Inventory"  a  zero  in  the  second  digit? 

A.    Yes. 

Q.    Written  in  pencil "?  A.    Yes. 

Q.     Do  you  know  who  wrote  that  ?  A.     No. 

Q.  Do  you,  of  your  knowledge,  know  what  the 
reasons  Avere,  if  any,  for  these  adjustments  that 
were  in  pencil  on  these  sheets? 

A.  I  wouldn't  have  any  idea,  because  whenever 
you  have  a  sheet  like  this,  if  you  are  going  to  bring 
forward  this  December  to  the  next  page,  if  I  had 
made  any  error  in  actual  computation,  it  would 
have  been  corrected  in  this  next  one,  naturally. 
Wouldn't  you  do  it  that  way? 

Q.  Of  course ;  but  to  the  adjustments,  other  than 
an  error  in  computation,  you  don't  know  about? 

A.     No.  [1577] 

Q.  You  did  find  various  figures  of  Mr.  Egeness 
on  that  figure,  didn't  you? 

A.  I  think  I  saw  one  that  I  thought  I  recognized 
as  his.   I  think  I  can  tell  you  what  it  was. 

He  marked  in  the  inventory  when  I  perhaps 
didn't  have  time. 

Q.     He  marked  it  in? 

A.  Yes,  because  I  kept  my  inventory  entirely 
itemized  in  a  separate  book.  He  could  have  taken  my 
total  and  marked  it  in.  I  had  all  the  work  to  do 
in  the  office,  remember. 

Q.  And  that  marked  in  inventory  by  Mr.  Ege- 
ness was  in  pencil?  A.     Yes,  it  was. 

Mr.  Le  Sourd :    That  is  all. 
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Mr.  Keesling:    I  have  no  questions. 
Mr.  Patten:     No  further  questions. 

Redirect  Examination 

Q.  (By  Mr.  Brody)  :  Miss  Simonson,  the  mark- 
ings in  inventory  that  you  testified  was  made  by  Mr. 
Egeness 

A.  (Interposing)  I  thought  that  was  the  one  I 
saw. 

Q.     Can  you  tell  us  where  that  was?  [1578] 

A.     Let's  see  if  I  can  find  it.   Yes,  right  here. 

Q.     And  what  month  is  that,  please? 

A.  March,  1947.  That  looks  like  his  writing,  as 
I  remember  it. 

Q.  And  that  is  in  one  of  the  months  concerning 
which  I  asked  you  questions,  was  it,  Miss  Simon- 
son?  A.     No,  no. 

Q.  Now,  concerning  the  shippers'  bonus,  about 
which  Mr.  LeSourd  asked  you,  can  you  ever  recall 
having  a  shippers'  bonus  in  the  precise  amount  of 
$10,000? 

A.  Well,  a  shippers'  bonus  would  never  be  in 
an  exact  amount  of  round  dollars,  ten  thousand 
dollars,  or  anything  like  that.  You  are  computing 
that  bonus  on  milk,  and  I  never  in  my  life  saw 
a  statement  figuring  milk  that  didn't  end — it  very 
seldom  ended  in  even  dollars,  and  almost  always 
in  dollars  and  cents,  but  it  never  would  have  ended 
in  any  amount  of  ten  thousand  or  fifteen  thousand 
or  twenty  thousand  dollars. 

Mr.  Brody:    I  have  no  further  questions. 
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The  Court:     Any  questions  I 
Mr.  Patten:    No,  your  Honor. 
Mr.  Le  Sourd :    Yes,  I  have  another  question. 

Recross  Examination 

Q.  (By  Mr.  Le  Sourd) :  Miss  Simonson,  [1579] 
you  testified  that  those  shippers'  bonuses  were  paid 
in  January,  didn't  you? 

A.     Usually;  there  could  be  an  exception. 

Q.     Yes,  but  usually?  A.     Usually. 

Q.  If  you  were  to  attempt  to  put  the  amount  of 
shi]3pers'  bonus  prior  to  calculation  of  those 
amounts  it  would  be  necessary  to  take  simply  an 
estimated  round  figure,  wouldn't  it? 

A.  No,  on  the  bonuses  that  I  ever  did  ahead  of 
time,  I  simply  took  name  of  the  shipper,  because 
he  made  a  request  and  needed  the  money,  and  made 
it  out,  and  I  made  it  out  just  as  if  I  paid  it  to  him. 

Q.  Of  course,  you  did,  when  you  were  making 
out  the  figure  to  send  him  a  check;  but  now  there 
were  many  shippers,  weren't  there? 

A.    Yes,  but  they  each  had  to  have  a  check. 

Q.  They  each  had  to  have  a  check,  and  in  Janu- 
ary, you  computed  what  check  they  should  get, 
didn't  you?  A.    Yes. 

Q.  All  right ;  but  prior  to  making  any  computa- 
tion and  without  making  a  computation  individu- 
ally for  each  of  these  shippers 

A.     (Interposing)  I  get  what  you  mean. 

Q.     (Continuing)    you   were    to    attempt   to 

arrive  at  [1580]  some  amount  representing  the  obli- 
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gation  owed  these  shippers  in  this  bomis 

A.     (Interposing)   Yes. 

Q.     (Continuing)  without  making  a  detailed 

computation,  you  would  have  to  take  a  round  figure, 
wouldn't  you? 

A.  I  wouldn't  know,  because  I  never  did  the 
books  any  further  than  I  told  you. 

Q.  So  that  in  the  figures  for  your  books  ac- 
counts payable  at  the  end  of  the  year,  there  was 
no  estimate  made  in  your  figure  for  the  liability 
to  these  shippers  for  milk,  was  there  ?  A.     No. 

Mr.  Le  Sourd:    That  is  all. 

Mr.  Patten:    May  I  ask  one  question? 

The  Witness:    Yes,  sir. 

Tlie  Court:     On  this  same  matter? 

Mr.  Patten:    Yes. 

Recross  Examination 

Q.  (By  Mr.  Patten)  :  When  were  the  shippers' 
1)onuses  computed,  to  the  best  of  your  knowledge? 

A.     In  January,  as  a  general  rule. 

Q.     Can  you  place  it  any  closer  than  that? 

A.  Just  about  as  soon  as — we  paid  the  regular 
milk  [1581]  anytime  from  the  first  to  the  fifth  and 
as  soon  as  we  could  get  around  to  it  after  that,  we 
computed  the  bonuses. 

Q.     Would  you  say  on  the  15th? 

A.  Yes,  before  the  15th,  I  would  say  I  remem- 
ber, as  near  as  we  could. 

Q.  And  they  were  paid  just  as  soon  as  they  were 
computed  ? 
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A.  Sometimes  they  were  held  up  because  the 
decision  wasn't  made  as  to  how  much  the  bonus 
would  be.  I  have  known  them  not  to  be  paid  in 
January.  You  see,  these  were  decided  by  the  Dairy 
Associations  usually  and  based  on  their  figures.  It 
is  very  hard  to  say  when  these  bonuses  would  have 
always  come  in. 

Mr.  Patten:    Thank  you,  very  much. 
Mr.  Keesling:    No  questions. 
The  Court :    That  is  all,  Miss  Simonson. 
The  Witness:    Thank  you. 

(Witness  excused.) 
Mr.  Brody:    Mr.  Gorans.  [1582] 

GERALD  E. GORANS 

upon  being  called  as  a  witness  for  and  on  behalf  of 
the  Defendant  Forster,  and  upon  iDcing  first  duly 
sworn,  testified  as  follows: 

Direct  Examination 

The  Clerk :  I  want  your  full  name,  and  the  spell- 
ing of  your  name,  please. 

The  Witness:  Gerald  E.  Gorans,  G-e-r-a-1-d 
G-o-r-a-n-s  (spelling). 

Q.  (By  Mr.  Brody) :  Will  you  state  your  name, 
please?  A.     Gerald  E.  Gorans. 

Q.     What  is  your  address,  Mr.  Gorans? 

A.  My  residence  is  at  6057  38th  Avenue  North- 
east, in  Seattle. 

Q.     And  your  business  address? 

A.     1411  Fourth  Avenue  Building,  in  Seattle. 
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Q.     And  what  is  your  profession,  Mr.  Gorans? 

A.  I  am  employed  by  the  firm  of  Touche,  Niven, 
Bailey  &  Smart  as  an  accountant. 

Q.  Now,  will  you  state  fully  what  your  academic 
education  has  been? 

A.  I  started  in  college  at  Lower  Columbia  Jun- 
ior College  in  Longview  in  October,  1941,  and  grad- 
uated from  there  in  June,  1943,  and  entered  the 
Navy  on  July  1,  1943,  [1583]  and  I  attended  college 
at  Whitman  in  the  Navy  Program  for  two  semes- 
ters. From  there,  I  went  through  Midshipmen^s 
School  in  Chicago,  and,  after  getting  out  of  the 
Navy  in  1945,  I  continued  my  education  at  the  Uni- 
versity of  Washington,  graduating  in  March,  1947. 

Q.  What  degree,  if  any,  did  you  receive  from 
the  University? 

A.  Bachelor  of  Arts  in  Economics  and  Business, 
with  a  major  in  Accounting. 

Q.  And  what  employment  did  you  take  after 
your  graduation  from  College? 

A.  I  went  to  work  for  Touche,  Niven,  Bailey  & 
Smart  inunediately  upon  graduation. 

Q.     In  what  capacity? 

A.    As  a  staff  accountant. 

Q.  And  have  you  been  continuously  employed 
by  Touche,  Niven,  Bailey  &  Smart  up  to  the  present 
time?  A.    Yes,  I  have. 

Q.     Are  you  a  certified  public  accountant? 

A.    Yes. 

Q.     In  what  state  ?  A.     Washington. 

Q.     And  when  did  you  receive  your  certificate  ? 
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A.     In  Febrnary,  1949. 

Q.  Have  you  ever  had  any  teaching  experience 
in   [1584]  accounting? 

A.  I  was  undergraduate  teaching  assistant  at 
the  University  of  Washington,  the  last  two  quarters 
that  I  attended  school  there. 

Q.  What  is  your  present  position  with  Touche, 
Mven,  Bailey  &  Smart  *?  A.     Supervisor. 

Q.  How  many  supervisors  are  on  the  staff  of 
Touche,  Mven,  Bailey  &  Smart? 

A.     There  are  two. 

Q.     And  what  are  the  duties  of  a  supervisor? 

A.  Well,  they  consist  of  many  things,  but  basic- 
ally it  is  the  supervision  of  audits  and  other  work 
that  we  do,  and  supervising  the  men  that  are  work- 
ing on  the  particular  jobs,  and  reviewing  the  work 
when  it  is  completed,  and  determining  that  it  has 
been  done  accurately  and  it  is  delivered  in  time 
so  that  it  is  of  value  to  the  client  to  meet  various 
deadlines. 

Mr.  Keesling:    We  can't  hear. 

The  Court :   Mr.  Gorans,  you  will  have  to  speak  wp. 

Q.     (By  Mr.  Brody)  :    You  will  have  to  speak  up. 

How  many  accomitants  on  the  staff  of  Touche, 
Mven,  Bailey  &  Smart  and  under  the  direction  of 
the  two  [1585]  supervisors? 

A.  During  the  winter  months,  we  will  have  some- 
where around  21  or  22  men. 

Q.  Now,  what  was  the  first  contact  you  had  with 
this  case? 

A.     As  I  recall  the  first  contact  I  had  was  some- 
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time,  I  think  it  was  on  the  28th  of  Ai)ril,   1950, 
when  I  was  furnished  a  copy  of  this  memorandmn 
that  Mr.   Tremper  had  here  yesterday,  which  he 
gave  me  to  read. 

Q.  What  was  the  subject  of  that  memorandum, 
Mr.  Gorans'? 

A.  The  subject  of  it  was  just  the  arrangements 
that  had  been  made  with  Mr.  Forster  relative  to  an 
examination  of  his  accounting  records  for  the  var- 
ious companies  in  which  he  had  an  ownership. 

Q.  And  after  reading  that  memorandum,  did 
you  make  a  trip  to  Issaquah? 

A.  The  following  Monday,  which  was  made  first, 
we  made  a  trip  to  Issaquah. 

Q.     And  who  accompanied  you  to  Issaquah? 

A.     Mr.  Tremper  and  Mr.  Alkire. 

Q.     And  what  did  you  do  at  Issaquah? 

A.  We  met  with  Mr.  Forster,  Mr.  Erickson,  and 
discussed  principally  the  procedures  that  we  were 
going  to  follow,  and  we  also  made  inquiries  to  find 
out  what  [1586]  records  were  kept,  where  the  rec- 
ords were. 

Q.  Will  you  state  what  discussions,  if  any,  there 
was  concerning  the  general  ledger;  of  the  Hans 
Forster  general  ledger  of  the  various  Hans  Forster 
enterprises  ? 

Mr.  Patten:  That  would  ajppear  to  be  self- 
ser^dng. 

The  Court:  May  I  have  the  question  again,  Mr. 
Reporter? 
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(Whereupon,  the  preceding  question  was  read 
by  the  reporter.) 

Mr.  Brody:  I  will  rephrase  the  question,  your 
Honor. 

Q.  (By  Mr.  Brody)  :  Did  Touche,  Mven,  Bailey 
&  Smart,  subsequent  to  this  visit  of  May  1,  1950, 
take  any  responsibility  for  the  general  ledgers  of 
the  Hans  Forster  enterprises'? 

Mr.  Patten:     Objected  to  as  leading. 

Mr.  Cox:  Objected  to  as  irrevelant  and  imma- 
terial, relating  to  a  period  after  the  Indictment. 
We  also  join  in  the  objection  as  leading. 

Mr.  Brody:  Your  Honor,  I  only  seek  to  show 
by  this  testimony  the  situation  that  the  accountants 
found  when  they  met  there  first  at  Issaquah,  within 
the  spirit  of  your  ruling  yesterday.  I  don't  intend 
to  go  further.  [1587] 

The  Court:  Outside  the  period  of  the  Indict- 
ment, that  is? 

Mr.   Brody:     That  is   correct. 

The  Court:  I  think  the  question  may  be  an- 
swered to  carry  forward  or  indicate  what  proceed- 
ings were  taken. 

The  Witness :    May  I  have  the  question  again  ? 

Mr.  Brody :  Will  you  repeat  the  question,  please  ? 

Mr.  Patten:  I  still  think  my  objection  to  the 
form  of  the  question 

The  Court  (Interposing)  :  Well,  the  fact  that  it 
is  leading  in  character,  I  thinlv,  might  be  technically 
proper,  but  I  believe  it  facilitates  the  testimony  here 
in  this  case  and  that  will  be  overruled. 
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Mr.  Reporter,  read  the  question. 

(Whereupon,  the  preceding  question  was  read 
by  the  reporter.) 

A.  We  took  over  the  general  ledger  for  all  the 
companies. 

Q.  (By  Mr.  Brody) :  Prior  to  doing  that,  did 
you  make  any  detennination  of  whether  there  were 
any  personnel  of  Mr.  Forster  who  were  capable  of 
doing  that  job? 

Mi\  Patten:     Your  Honor,  it  is  veiy  leading. 

The  Court:     Objection  sustained. 

Mr.  Brody:  Your  Honor,  this  is  precisely  to  the 
point  of  what  did  the  accountants  find  at  the  time 
they  made  their  initial  visit — whether  or  not  there 
was  such  personnel  available.  I  don't  intend  to  go 
any  further.  I  only  wish  to  show  why  they  took 
the  position. 

The  Court:  Is  it  important  to  show  what  the 
conditions  were  so  far  as  this  condition  was  con- 
cerned ? 

Mr.  Brody:  We  believe  that  that  is  precisely 
the  condition  that  prevailed. 

The  Court:  What  his  view  of  it  is,  is  not  an 
issue,  is  it? 

Mr.  Brody:  Well,  I  will  put  the  question  in  this 
manner,  your  Honor. 

Q.  (By  Mr.  Brody  continuing) :  On  your  first 
visit  to  Issaquah,  who  was  in  charge  of  the  general 
ledger  ? 

A.     Nobody,  so  far  as  we  knew.  They  had  been 
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delivered  there,  we  were  informed  and  given  to  Mr. 

Erickson. 

Mr.  Cox:  We  move  to  strike  the  last  portion  of 
the  answer. 

The  Court:     That  is  hearsay. 

Mr.  Brody:     Yes,  your  Honor.   [1589] 

The  Court:  The  hearsay  statement  may  be 
stricken. 

Q.  (By  Mr.  Brody)  :  Now,  will  you  state  what 
work  subsequent  to  this  first  conference  of  Touche, 
Mven,  undertook  to  do? 

A.  First  of  all,  we  found  that  no  one  could  keep 
the  general  ledger,  so  we  took  over  that  responsi- 
bility and  carrying  forward  with  our  agreement 
that  we  would  make  an  examination  of  the  account- 
ing information,  that  was  kept  for  these  companies, 
and  made  an  examination  of  the  balance  sheet  at 
May  31,  1950.  We  had  to  post  the  records  for  the 
month  of  April.  We  arrived  too  late  to  make  an 
examination  of  the  accounting  records  for  the  end 
of  April,  so  it  was  postponed  until  May  31st  and 
prior  to  that  time,  there  was  no  one  to  post  the 
records  for  the  month  of  April,  so  during  the  month 
of  May,  we  did  that  work. 

Q.  And  did  you  eventually  prepare  an  audit  re- 
port based  on  the  date  May  31,  1950? 

A.     Yes. 

Q.  Now,  what  was  the  first  time  that  you  met  the 
Revenue  Agent,  Mr.  Marx? 

A.  It  was  either  the  latter  part  of  August,  or 
the  first  part  of  September,  1950. 
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Q.  Will  you  describe  the  circumstances  under 
wliich  [1590]  you  met  him? 

A.  We  called  at  our  office  to  review  the  working 
papers  we  had  prepared  in  connection  with  our 
examination. 

Q.  Will  you  state  to  what  extent  he  made  such 
a  review? 

A.  Well,  he  had  the  papers — all  of  the  working 
papers— to  look  at. 

I  can't  very  well  state  to  what  extent  he  actually 
went  into  them.  That  is  something  he  could  only 
advise. 

Q.     Was  the  examination  made  in  your  office? 

A.     Yes. 

Q.  And  were  all  your  working  papers  made 
available  to  Mr.  Marx? 

A.     They  were. 

Q.  And  during  this  period  from  May  1,  1950, 
imtil  the  time  that  Mr.  Marx  made  his  examination 
of  your  working  papers,  approximately  what  por- 
tion of  your  time  was  spent  on  this  work? 

A.     I  spent  practically  all  my  time  on  this  work. 

Q.  Well,  when  did  you  issue  your  reports  on 
the  work  that  you  have  described? 

A.  I  believe  that  they  were  actually  delivered 
sometime  in  the  latter  part  of  November,  1950. 

Q.  Will  you  state  what  those  reports  were ;  how 
many  reports,  and  what  the  nature  of  the  reports 
was?  [1591] 

A.  There  were  two  reports.  One  of  them  cover- 
ing the  status  of  Mr.  Forster's  net  worth,  and  the 
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other  covered  the  work  that  we  had  done  in  our 
examination  of  the  various  companies  in  which  Mr. 
Forster  had  an  interest  and  set  forth  the  balance 
sheet  and  profit  and  loss  statement  for  Alpine  Dairy 
and  Issaquah  Creamery  Company,  and  included 
schedules  of  adjustments  we  had  to  make  relative 
to  irior  years  for  all  the  other  companies. 

Q.  Now,  did  you  at  any  time  during  your  work 
on  this  case  work  under  the  direction  of  Mr.  Marx 
in  preparing  accounting  schedules  relating  to  this 
easel 

A.  Well,  I  was  informed  that  I  was  working 
directly  under  his  super^dsion,  which  started  about 
the  first  of  November,  1950. 

Q.  And  will  you  describe  the  work  which  you 
did  in  this  period? 

A.  Assisted  Mr.  Marx  in  any — in  helping  him  to 
develop  any  information  that  he  wanted. 

Q.  Now,  can  you  state  in  more  detail  what  type 
of  information  you  were  developing,  what  type  of 
work  you  did  with  Mr.  Marxf 

A.  Well,  some  of  the  specific  things  we  did  were 
— was  to  prepare  depreciation  schedules  for  Alpine 
Dairy  and  Issaquah  Creamery  Company,  starting, 
in  the  year  1940,  and  carrying  that  forward  through 
1949.  [1592] 

We  found  the  bank  statements  and  so  forth  of 
the  Alpine  Ice  Cream  Company — ^we  made  ux3  a 
summary  report  covering  everything,  covering  the 
operations  of  that  period  of  that  company  from 
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May,  1944,  through  April  30,  1949,  based  on  the 

information  that  we  could  find  at  that  time. 

Q.  And  was  anyone  else  from  the  office  of 
Touche,  Niven  working  with  you  at  this  time  with 
Mr.  Marx? 

A.  There  was  one  other  person  that  worked  full 
time  with  me  and  at  various  other  times,  there  was 
other  peoi:)le  that  assisted  also. 

Q.  And  who  directed  you  to  work  as  to  precisely 
what  schedules  you  would  prepare,  or  what  infor- 
mation you  would  furnish? 

A.  Usually,  Mr.  Marx  advised  us  what  he 
wanted.  He  didn't  always  state  the  exact  form  he 
wanted  it  in,  but  he  pretty  well  directed  what  in- 
formation he  would  desire  and  we  proceeded  to  try 
to  get  it  to  him  in  finished  form. 

Q.  And  to  whom  was  the  finished  work  turned 
over? 

A.  Generally,  it  was  turned  over  to  Mr.  Marx 
v/hen  it  was  completed. 

Q.     How  long  did  this  arrangement  continue? 

A.  From  the  middle  of  November  to  the  first  of 
December,  1950.  [1593] 

Q.     Where  was  this  work  performed? 

A.  We  rented  a  separate  office  in  the  building 
in  which  we  were  located,  and  we  did  most  of  this 
work  there. 

Q.  Were  any  books  or  records  available — of  the 
Hans  Forster  enterprises  available  in  that  office? 

A.  We  brought  all  the  records  we  thought  we 
would  need  into  that  office. 
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Q.  And  did  Mr.  Marx  during  that  period  have 
full  access  to  that  office? 

A.     Yes,  he  did. 

Q.  Now,  by  the  way,  Mr.  Gorans,  in  this  case 
were  you  given  a  subpoena  by  the  Government? 

A.     Yes. 

Q.  But  you  were  not  called  to  testify  by  the 
Government  ?  A.    No. 

Q.  Now,  following  the  completion  of  the  work 
you  did  with  Mr.  Marx,  did  you  work  on  any  other 
special  reports  that  were  submitted  either  to  Mr. 
Marx  or  to  Mr.  Eppler?  A.     Yes. 

Q.     Will  you  state  what  those  reports  were? 

A.  One  report  was  a  study  that  we  made  of  the 
accounts  payable  and  the  inventory  sheets  of  the 
Renton  [1594]  Ice  and  Ice  Cream  Company,  and 
the  other  one  concerned  the  pricing  of  Milk  between 
Alpine  and  Issaquah  Creamery  Company  during 
the  years  1948  and  1949. 

Q.  And  were  those  formal  accounting  reports 
submitted  by  your  firm? 

A.     Yes,  they  were. 

Q.  I  wonder  if  you  could  state,  Mr.  Gorans,  ap- 
proximately how  many  men  on  the  staff  of  Touche, 
Niven,  Bailey  &  Smart  worked  on  the  audit  of 
Hans  Forster  enterprises  and  other  work  associated 
with  this  case  during  the  year  1950? 

Mr.  Moriarty:     Objected  to  as  immaterial. 

The  Court:     Objection  overruled. 

A.  I  checked  our  records,  and  there  was  19  dif- 
ferent people  in  our  employ  that  at  one  time  or 
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another  worked  on  Mr.  Forster's  business  and  dur- 
ing 1950  when  we  w^ere  making  our  examination, 
I  think  the  most  we  had  at  any  one  time  was  ten 
or  twelve  people. 

Q.  (By  Mr.  Brody) :  Now,  in  the  cou.rse  of 
your  examination,  Mr.  Gorans,  did  you  come  into 
contact  with  Mr.  Hans  Forster? 

A.    Yes. 

Q.  Will  you  describe  at  what  times  and  in  what 
manner  ? 

A.  I  delivered  the  reports  that  we  prepared,  the 
[1595]  monthly  financial  reports  that  we  prepared, 
to  him,  and  I  was  in  contact  with  him  almost  daily, 
in  attempting  to  find  cut  the  nature  of  the  various 
transactions  that  we  came  in  contact  with  in  making 
our  examination  and  trying  to  develop  his  net 
worth. 

Q.  Now,  did  you  at  any  time  discuss  these 
monthly  financial  statements  with  Mr.  Forster? 

A.    Yes. 

Q.  And  will  you  state  the  nature  of  this  discus- 
sion? 

Mr.  Moriarty:    Objected  to  as  hearsay. 

The  Court :  What  purpose  is  this  1:  I  am  inclined 
to  sustain  the  objection. 

Mr.  Brody:  Our  purpose,  your  Honor,  is  to  show 
the  extent  of  the  knowledge  of  Mr.  Forster  of  ac- 
counting matters. 

Islr.  Moriarty:  This  man  is  not  a  psychiatrist, 
or  psychologist. 

Mr.  Brody:    He  is  an  expert  accountant. 
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Mr.  Moriarty:  That  doesn't  qualify  him  to  read 
a  man's  mind. 

The  Court:    The  Court  will  sustain  the  objection. 

Q.  (By  Mr.  Brody)  :  Can  you  state,  as  a  result 
of  your  contact  with  Mr.  Forster,  your  opinion  of 
his  knowledge  of  bookkeeping  [1596]  and  account- 
ing procedure. 

Mr.  Moriarty:    Objected  to. 

Mr.  Patten:     Objected  to  on  the  same  grounds. 

The   Court:     Objection   sustained. 

Mr.  Brody:  Your  Honor,  this  man  is  an  expert 
witness,  and  he  had  frequent  contacts,  as  shown  by 
the  testimony,  with  Mr.  Forster. 

He  is  objectively  able,  as  a  result  of  his  contact, 
to  determine  if  Mr.  Forster  had  any  degree  of  ac- 
counting skill  or  knowledge.  It  is  something  he  can 
tell  without  reference  to  the  state  of  mind  of  Mr. 
Forster. 

The  Court:  I  do  not  believe  it  is  a  matter  for 
expert  testimony. 

Mr.  Patten:  It  is  a  matter  for  the  Jury.  He  is 
not  qualified  to  state  what  other  people  know. 

The  Court:  The  Court  will  make  the  observa- 
tions. 

Q.  (By  Mr.  Brody)  :  Now,  in  your  work  with 
the  Hans  Forster  enterprises,  will  you  state  whether 
or  not  you  found  it  necessary  to  revise  the  method 
of  handling  accounts  payable?  A.     Yes. 

Q.  Will  you  state  the  method  which  you  found 
in  [1597]  existence  at  the  time  of  your  first  audit? 
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Mr.  Moriarty:  Objected  to  as  inrniaterial,  and 
beyond  the  i^eiiod  of  the  Indictment. 

Mr.  Brody:  Your  Honor,  I  believe  this  is  quite 
definitely  within  the  scope  of  the  ruling  yesterday. 

The  Court:     You  are  going  into  the  condition? 

Mr.  Brody:    The  condition  he  found. 

Mr.  Moriarty:  That  question  has  been  answered. 
He  said  he  had  to  revise  it.  I  think  that  com- 
pletes it. 

Mr.  Brody:  My  purpose  is  to  show  what  did 
exist  at  the  time  he  went  out  there. 

The  Court:  The  question  is  rather  general, 
isn't  it? 

Mr.  Brody:  I  restricted  it  to  the  method  of 
handling  accounts  payable. 

The  Court :     Accounts  payable. 

Mr.  Brody:  That  is  what  was  the  method  of 
handling  it  as  of  the  time  of  his  first  examination. 

The  Court :  Of  course,  the  time  Ave  are  concerned 
with  is  the  period  under  the  Indictment. 

Mr.  Brody:     That  is  right,  your  Honor. 

The  Court:  If  it  is  the  same,  it  would — if  the 
method  were  the  same  at  the  time  he  saw  them,  as 
the  time  covered  by  the  Indictment,  I  think  it  would 
be  admissible,  [1598]  but  I  don't  know  whether  he 
knows. 

Mr.  Brody:     I  can  ask. 

Q.  (By  Mr.  Brody)  :  Mr.  Gorans,  from  your 
examination  of  the  books  and  records  of  the  Hans 
Forster  enterprises,  were  you  able  to  determine 
that  there  was  any  change  in  the  method  of  han- 
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dling   accounts   payable   from   March   15,    1950   to 

May  1,  1950? 

Mr.  Moriarty:  Pie  already  testified  that  there 
was  a  change  in  April,  that  April  had  no  general 
ledger  entries.  Object  to  the  form  of  the  question. 

The  Court:     Objection  sustained. 

Mr.  Brody:  Well,  your  Honor,  in  that  respect, 
the  only  testimony  that  I  can  recall  has  been  testi- 
mony concerning  the  making  of  the  entries  in  the 
general  ledger  for  the  month  of  April,  1950,  which 
occurred,  naturally,  after  the  close  of  the  month  of 
April,  1950' — that  is,  after  May  1,  1950.  There  has 
been  no  testimony  that  I  can  recallthat  there  was 
any  other  change  in  the  accounting  items.  It  seems 
to  me  a  proper  question. 

Mr.  Moriarty:  I  think  counsel's  recollection  is 
inaccurate.  The  witness  testified  in  April  he  ar- 
ranged to  return,  and  couldn't  close  the  books  until 
after  May  31st.  That  is  my  recollection  of  the  testi- 
mony. [1599] 

The  Court :  Aren  't  we  getting  into  the  condition 
of  the  books  during  the  period  covered  by  the  In- 
dictment? 

Mr.  Brody :    That  is  the  purpose  of  this  question. 

The  Court:  Yes,  why  don't  we  go  into  that  di- 
rectly, then'? 

Mr.  Brody:  Well,  this  mtness  made  his  first 
examination,  on  May  1,  1950.  Now,  if  I  ask  him  a 
question  as  to  the  Indictment  period,  an  objection 
will  be  made  that  he  made  no  examination  prior 
to  May,  1950. 
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The  Court:  He  said  eventually  he  examined  the 
]30oks. 

Mr.  Brody:  He  examined  them  for  the  whole 
Indictment  period,  that  is  correct. 

I  will  put  the  question  in  this  manner: 

Q.  (By  Mr.  Brody) :  What  was  the  method 
during  the  years  1945  through  1949  of  handling 
accoimts  payable  at  Issaquah  Creamery  and  Alpine 
Dairy  ? 

Mr.  Moriarty:  I  think  he  should  be  qualified 
that  he  did  examine  these  books  and  the  accounts 
paya])le  from  that  period  to  the  end  of  that  period. 

Mr.  Brody:  Well,  the  testimony  is  he  made  a 
complete  audit  and  submitted  audit  reports. 

Mr.  Moriarty:  But  ten  or  twelve  people  were  on 
[1600]  this  investigation  according  to  his  own  in- 
vestigation. 

The  Court:  You  might  ask  him  the  question  if 
he  did  make  the  audit. 

Q.  (By  Mr.  Brody  continuing)  :  Did  you  super- 
vise the  work  that  was  done  on  the  Forster  enter- 
prises? A.     Yes,  I  did. 

Q.  Did  you  review  all  of  the  work  that  was  done 
by  the  various  accountants  who  participated  in  this 
work?  A.     Yes,  I  did. 

Q.  Did  you  review  the  final  report  submitted  by 
your  firm?  A.     Yes. 

Q.  Will  you  state  in  detail  what  the  audit  re- 
port as  of  May  31,  1950,  contained? 

Mr.  Moriarty:  Objected  to  on  the  qualification, 
if  your  Honor  please.  He  is  going  to  discuss  ae- 
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counts  payable,  and  he  should  have  inspected  them 

himself  personally  and  not  reviewed  some  rei^ort. 

Mr.  Brody:  I  want  him  to  state  what  is  in  the 
report,  first,  so  that  there  will  be  no  question  what 
the  report  was.  I  will  then  go  further  as  to  specific 
matters  which  I  intend  to  examine  on. 

The  Court:  I  am  not  clear,  myself,  Mr.  Brody, 
why  it  is  material  what  was  contained  in  the  report 
of  May,  1950.  Aren't  we  concerned  about  what  the 
circumstances  were  [1601]  beginning  January,  1945, 
until — so  far  as  books  are  concerned? 

Mr.  Brody:  Testimony  will  show  it  was  neces- 
sary to  examine  prior  years  and  make  appropriate 
adjustments  to  make  an  audit  as  of  May,  1950. 
That  audit  involved  the  Indictment. 

That  is  why  I  would  like  to  ask  what  work  was 
necessary  to  be  done.  That  will  inform  us  of  the 
scojoe  of  this  examination. 

The  Court:  Well,  I  still — it  is  quite  obvious  to 
us  by  this  time  from  what  the  testimony  is  that  it 
was  a  very  involved  examination. 

Mr.  Brody:    Extensive,  yes,  sir. 

The  Court:  And  I  don't  think  we  need  more 
testimony  on  that.  I  think  what  we  want  to  get 
down  to  is  the  condition  of  the  books  that  you  think 
is  material. 

Q.  (By  Mr.  Brody) :  Did  you  have  an  oppor- 
tunity to  examine  the  method  of  handling  Accounts 
Payable  in  Alpine  Dairy  and  Issaquah  Creamery 
from  the  years  1945  to  1949  ? 
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Mr.  Patten:  Objection,  not  based  upon  records 
in  evidence. 

The  Court:    Did  you  examine  all  the  records? 

The  Witness:  Yes,  I  examined  the  records  that 
are  in  evidence.  [1602] 

Mr.  Brody:  They  are  in  evidence,  your  Honor, 
journals  and  ledgers. 

Mr.  Patten:  Will  he  identify  the  records  by 
exhibit  numbers  upon  which  his  exhibit  is  based? 

The  Court:  I  suggest  that  that  be  done  on  cross- 
examination,  if  you  wish  to  go  into  it. 

Q.  (By  Mr.  Brody) :  And  what  was  the  method 
of  handling  accounts  payable  at  Alpine  Dairy  and 
Issaquah  Creamery  in  the  years  1945  through  1949? 

A.  They  were  merely  recorded  on  the  basis  of 
checks  issued,  subsequent  to  the  month  end  in  the 
disbursement  book  that  we  have  here  in  evidence. 
There  was  no  particular  attempt  to  reconcile  at  any 
time  the  accounts  payable,  or  to  determine  whether 
the  accounts  actually  paid  agreed  with  the  amounts 
recorded. 

Q.  Now,  did  you  examine  the  method  of  hand- 
ling accounts  receivable  at  Alpine  Dairy  and  Issa- 
quah Creamery  in  the  years  1945  through  1949? 

A.     Yes. 

Q.  And  will  you  describe  the  system  that  existed 
in  those  businesses  for  those  years? 

A.  Without  going  into  a  great  deal  of  detail 
about  the  Issaquah  Creamery  Company,  all  sales 
that  were  made  in  the  normal  course  of  events 
were  recorded  on  accounts  [1603]  receivable  ledger 
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cards,    and    when    collections    made    properly    re- 
corded. 

Miscellaneous  sales,  non-reocciirring  sales,  to  vari- 
ous customers,  were  generally  not  recorded  on  a 
ledger  card,  and  a  slip  of  paper  was  used  as  a  means 
that  the  receivable  was  in  existence. 

Q.  I  vfonder  if  you  could  distinguish  for  us  in 
detail  the  difference  between  a  sale  in  the  ordinary 
course  of  business  or  a  miscellaneous  or  non-reoc- 
curring  sale? 

A.  I  was  talking  about  a  sale  in  the  ordinary 
course  of  business.  That  covers  the  sale  of  products 
that  sell  daily,  and  to  a  customer  that  is  served, 
possibly,  on  a  daily,  v\^eekly  or  monthly  basis. 

Miscellaneous  sales  would  cover  something  where 
an  occasional  person  comes  in  and  buys  something 
once,  or  maybe  something  once  in  six  months,  or 
maybe  once  in  a  lifetime,  and  the  other  thing  covers 
items  that  have  been  purchased  maybe  in  supplies, 
and  they  find  out  they  don't  need  them,  or  sell  them, 
or  it  may  be  junk  that  is  sold.  It  comes  under  the 
category  of  a  miscellaneous  sale. 

Q.  And,  in  the  course  of  your  work,  did  you 
find  it  necessary  to  revise  that  system  of  handling 
the  accounts  receivable  of  Issaquah  Creamery  and 
Alpine  Dairy?  [1604]  A.     Yes. 

Mr.  Moriarty:     Objected  to  as  immaterial. 

The  Court:     Objection  sustained. 

Mr.  Brody:  As  I  understand  yesterday's  ruling, 
it  was  that  the  conditions  Vv^hich  existed  during  the 
Indictment  period  might  be  shown,  and  the  fact  that 
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they  were  changed,  the  extent  and  method  used  to 
change  them,  would  be  material,  and  we  were  not  to 
review  the  further  accounting  work  done  by  Touche, 
Niven,  Bailey  &  Smart.  I  do  not  intend  to  pursue 
it  further,  but  to  put  this  one  question  whetlier  or 
not  it  was  changed. 

The  Court:  Is  that  the  substance  of  this  ques- 
tion, just  that  it  was  changed^ 

Mr.  Brody:    That  is  all,  your  Honor. 

Mr.  Moriarty:  I  object,  if  your  Honor  please. 
After  the  matter  is  under  investigation,  what  they 
did  then  is  self-serving. 

Mr.  Brody :  I  offer  the  question  on  another  basis, 
that  this  witness  is  an  expert. 

Mr.  Moriarty:  It  doesn't  matter  whether  he  was 
an  expert  or  an  individual. 

Mr.  Brody:    That  he  found  a  situation  that 

The  Court:  (Interposing)  Objection  being  made, 
I  don't  see  that  it  is  material.  I  will  sustain  the 
objection.  [1605] 

Q.  (By  Mr.  Brody) :  Did  you  examine — have  an 
opportunity  to  examine — the  method  of  handling 
miscellaneous  income  at  Alpine  Dairy  and  Issaquah 
Creamery,  during  the  years  1945  through  1949? 

A.     Yes. 

Q.  Wei],  will  you  describe  what  that  system 
was? 

A.  Miscellaneous  income  was  recorded  by  Mrs. 
Wiicox,  but  it  was  never  included  in  her  report  to 
the  extent  that  it  w^as  picked  up  as  miscellaneous 
income  and  posted  in  the  general  ledger. 
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Q.  And  who  were  the  personnel  in  the  Issaquah 
Creamery  Company  office  on  May  1,  1950  *? 

Mr.  Moriarty:     Objected  to  as  immaterial. 

The  Court:     Objection  sustained. 

Mr.  Brody :  I  only  Avant  to  establish,  your  Honor, 
that  this  witness — well,  I  will  ask  Mr.  Grorans. 

Q.  (By  Mr.  Brody)  :  If  you  can  state  whether 
you  worked  with  any  employes  of  the  Issaquah 
Creamery  Company  office  who  were  employed  in 
any  of  the  years  1945  through  1949*? 

Mr.  Moriarty:  Objected  to  as  being  based  on 
hearsay.  His  first  visit  there  was  in  1950,  and  any 
information  that  he  received  that  he  can  answer 

Mr.  Brody:  (Interposing)  This  witness  ex- 
amined [1606]  books  and  records  including  payroll 
records  of  the  company,  and  would  be  able  to  de- 
termine when  any  employee  came  into  the  employ 
of  the  company  and  for  how  long  a  period. 

The  Court:  Assuming  he  might  know  it  from 
reading  books  of  account,  I  don't  knovv^  what  the 
purpose  of  it  is  at  all,  Mr.  Brody.  It  would  appear 
to  be  immaterial,  and  the  Court  will  sustain  ob- 
jection. 

Q.  (By  Mr.  Brody) :  Now,  from  your  exam- 
ination of  the  books  and  records  of  the  Alpine  Dairy 
and  Issaquah  Creamery  in  the  years  1945  through 
1949,  w^ere  you  able  to  determine  what  degree  of 
coordination  there  was  between  those  two  busi- 
nesses? A.     Well,  between  the  two 

Mr.  Moriarty:     That  can  be  answered  yes  or  no. 

Q.     (Continuing)     Yes. 
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Q.  (By  Mr.  Brody) :  You  can  answer  "yes"  or 
"no",  Mr.  Gorans.  A.     Yes. 

Q.  And  will  you  state  what  that  degree  of  co- 
ordination was? 

A.  There  was  practically  no  coordination  be- 
tween them,  particularly  between  the  office  of  Al- 
pine Dairy  where  the  work  was  done,  and  Issaquah 
and  where  the  work  [1607]  was  done  at  Seattle 
here. 

Mr.  Keesling:    We  can't  hear. 

The  Court:  They  can't  hear  you.  Do  you  want 
the  reporter  to  read  the  question? 

Mr.  Keesling:     Just  the  answer. 

The  Court:  Mr.  Reporter,  will  you  read  the  an- 
swer, please? 

(Whereupon,  preceding  answer  was  read  by 
the  reporter.) 

Q.  (By  Mr.  Brody) :  And  can  you,  by  reference 
to  specific  incidents  give  us  more  detail  on  that 
answer  ? 

A.  In  reviewing  the  records,  we  found  where 
checks  had  been  issued  to  various  people,  either  as 
a  loan,  or  to  buy  equipment  with  which  had  been 
recorded  in  Issaquah  Creamery  Company  maybe  as 
an  account  receivable,  or  as  a  purchase  while  down 
at  Alpine  Dairy  they  picked  it  up  as  a  receivable 
and  there  was  no  coordination  at  either  end,  and 
items  shown  as  receivable  at  Alpine  were  the  same 
amounts  that  were  actually  paid  out  in  cash  out  at 
Issaquah. 

Q.     Now,  in  the  course  of  your  audit  and  exam- 
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ination,  Mr.  Gorans,  did  you  examine  the  books  and 

records  of  Alpine  Dairy?  A.     Yes. 

Q.  And  did  you  find  any  indication  that  the 
[1608]  general  ledger  balances  had  ever  been  re- 
conciled? A.     No. 

Q.  Now,  will  you  state  to  the  jury  precisely  what 
a  reconciliation  is  of  accounts  with  a  ledger? 

A.  The  general  ledger  contains  a  balance  for 
accounts  receivable,  and  it  shows  in  the  same  ledger 
as  one  figure,  v/hereas  there  could  be  up  into  the 
thousands  of  accounts  which  actually — that  one 
figure  represents,  and  in  reconciling  the  general 
ledger,  you  take  a  trial  balance  of  earnings,  a  bal- 
ance of  all  these  individual  accounts,  and  totalling 
the  accounts  and  conijoare  it  v/ith  the  amount  that 
appears  in  the  general  ledger. 

The  genera.1  ledger  is  supposed  to  represent  the 
amount  of  those  accounts. 

The  Court:  A  little  louder,  Mr.  Gorans,  as  you 
go  along. 

Did  you  finish? 

The  Witness:     Yes. 

Q.  (By  Mr.  Brody)  :  Is  the  reconciliation  of 
accounts  with  a  general  ledger  a  normal  accounting 
function?  A.     Yes,  it  is. 

Q.  What  books,  papers,  documents  or  records 
are  necessary  to  affect  such  a  reconciliation? 

A.  It  is  necessary  to  use  the  general  ledger  and 
[1609]  the  detail  information.  You  can't  do  it 
using  only  one  or  the  other.  You  have  got  to  have 
both  of  them. 
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Q.     Now,  in  the  course  of  your  examination ■ 


The  Court:  (Interposing)  Can  you  interrupt 
conveniently  ^ 

Mr.  Brody:  Yes,  it  \YOuld  be  a  profitable  time, 
your  Honor,  because  we  are  going  into  detailed 
testimony. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  take  the  noonday  recess.  The  Court 

calls   your   attention   to   the   admonition   given   on 

similar  occasions  and  asks  that  you  heed  it  on  this 

occasion.  You  may  now  be  excused  until  1:45. 

(Whereupon,    the    Jury    retired    from    the 
courtroom.) 

(Whereupon,  at  12:16  o'clock,  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  1 :45  o'clock  p.m.  March  18,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
V7ere  had,  to-wdt)  : 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  [1610]  de- 
fendants are  present  in  the  courtroom. 
Mr.  Griffm:    Yes,  your  Honor. 
Mr.  Moriart}':    Yes,  your  Honor. 
Mr.  Brody:    Yes,  your  Honor. 
The  Court:    You  may  proceed. 
Q.    (By  Mr.  Brody)  :    Mr.  Gorans,  were  you  able 
to  determine  in  your  investigation  the  correctness, 
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whether  or  not  the  accounting  books  and  records 
of  the  Hans  Forster  enterprises  during  the  years 
1945  through  1949  were  correct  and  accurate? 

A.     No,  we  were  not  able  to  determine  that. 

Q.  And  what, — did  you — what  did  your  inves- 
tigation and  examination  reveal  concerning  the  cor- 
rectness and  accuracy  of  the  books  and  records  of 
the  Hans  Forster  enterprises  during  those  years? 

A.  Well,  we  found  that  the  general  ledgers  were 
not  complete,  there  was  inadequate  posting  refer- 
ences, and  sources  of  many  figures  recorded  in  the 
general  ledger  could  not  be  identified  as  to  source, 
we  found  that  there  was  a  general  lack  of  bank 
reconciliations  and  reconciliations  of  accounts  re- 
ceivable and  accounts  payable  and  other  items. 

In  making  our  examination,  we 


Moriarty:  (Interposing)  May  I  inquire 
[1611]  if  the  witness  is  reading  from  notes? 

The  Court:     Are  you  reading  from  notes? 

The  Witness:    Yes. 

Mr.  Moriarty:    May  I  make  further  inquiry? 

The  Court:    You  may. 

Mr.  Moriarty:  Were  these  notes  made  for  the 
purj)ose  of  this  case? 

The  Witness :    Yes,  they  were. 

Mr.  Moriarty:  Then  I  object  to  his  reference 
to  them. 

Mr.  Brody:  May  I  ask  further  questions,  your 
Honor  ? 

The  Court:    You  may. 
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Q.  (By  Mr.  Brody)  :  Is  that  an  accounting  re- 
port from  which  you  were  reading? 

A.    Yes,  it  is. 

Q.  Was  it  a  report  to  be  submitted  to  the  Bu- 
reau of  Internal  Revenue  for  their  use  in  this  case^ 

A.     It  was. 

Q.  And  does  it  accurately  reflect  your  findings 
on  examinations  of  the  record  and  books  of  Hans 
Forster?  A.     It  does. 

Q.  And  are  you  using  it  at  the  present  time  to 
refresh  your  recollection  as  to  the  examination 
which  you  [1612]  made?  A.     I  did. 

Mr.  Moriarty:    May  I  inquire  further? 

The  Court:    You  may. 

Mr.  Moriarty:  Is  this  document  that  you  are 
now  reading  from  prepared  for  your  testimony  in 
this  case? 

The  Witness:  No,  it  was  not  prepared  for  my 
testimony. 

Mr.  Moriarty:  What  is  the  docmnent  you  are 
reading  from? 

The  Witness:  It  is  a  report  on  the  special  in- 
vestigation of  certain  companies  in  which  Hans 
Forster  has  an  interest  issued  by 

Mr.  Moriarty:  (Interposing)  And  what  is  the 
date  of  it? 

The  Witness:  The  date  of  the  work  was  May 
31,  1950.  The  report 

Mr.  Moriarty:  (Interposing)  The  date  that  it 
was  prepared? 
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The  Witness:  The  report  was  actually  written 
sometime  after  August  29,  1950. 

Mr.  Moriarty:     Is  that  a  certified  report! 

The  Witness:  It  is  a  report  signed  by  Touche, 
Mven,  Bailey  and  Smart. 

Mr.  Moriarty:    Certified  to  be  correct?  [1613] 

The  Witness :  Certified  to  be  correct,  except  that 
on  the  basis  of  what  we  found  in  the  records,  we 
could  not  certify  that  the  financial  statements  were 
correct. 

Mr.  Brody :  Would  you  like  to  have  °it  marked, 
Mr.  Moriarty? 

Mr.  Moriarty:  Yes,  I  would  like  to  have  it 
marked,  and  I  would  like  to  pursue  my  examination 
a  little  further,  if  you  Honor  please. 

The  Court:     On  the  report. 

Mr.  Moriarty:     On  the  report. 

Did  you  know  at  the  time  that  you  prepared  this 
report  that  you  v/ere  to  be  a  witness? 

The  Witness:  No,  I  did  not  know  I  was  to  be 
a  witness. 

Mr.  Moriarty:    What  was  the  date  of  the  report? 

The  Witness:  The  report  is  actually  dated  Au- 
gust 29,  1950. 

The  Clerk:  Plaintiff's  Exhibit  No.  281  marked 
for  identification. 

(Plaintiff's  Exhibit  No.  281  marked  for  iden- 
tification.) 

Mr.  Moriarty:  Are  all  of  the  documents  in  evi- 
dence upon  which  you  now  base  your  report? 
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The  Witness:  No,  not  all  the  documents  are  in 
evidence.  Many  of  them  are,  though.   [1614] 

Mr.  Moriarty:    All  the  documents  are  not? 

The  Witness:  This  report  in  effect  covers  an 
examination  of  all  the  records  that  were  available 
for  all  the  companies  in  which  Mr.  Forster  had  an 
interest. 

Mr,  Moriarty:  Then  this  extends  further  than 
the  period  covered  by  the  Indictment? 

The  Witness:  It  covers  the  extent  of  the  work 
that  we  did,  whether  it  goes  back  beyond  the  period 
that  the  Indictment  started  and  extends  into  1950. 

Mr.  Moriarty:  Then  there  are  documents  that 
are  not  in  evidence  upon  w^hich  this  report  is  based? 

The  Witness:  Well,  the  report  is  based  on  the 
work  that  we  did.  Now,  it  represents  and  covers 
w^hat  we  did  in  documents  of  these  companies,  and 
some  of  the  documents  of  these  companies  are  not 
in  evidence. 

Mr.  Cox:    What  was  the  number  of  that  exhibit? 

The  Clerk:    281. 

The  Court:  Are  you  giving  it  a  Government's 
marking  ? 

The  Clerk :  Mr.  Moriarty  asked  to  have  it  marked. 

Mr.  Moriarty:  I  think  it  would  be  a  defendants' 
exhibit.  We  are  going  to  object  to  the  use  of  it. 

The  Court :  It  is  only  marked  now  for  identifica- 
tion, so  I  don't  believe  that  that  is  material.  If  it 
is  offered,  it  can  be  changed,  but  [1615]  depending 
on  who  may  offer  it,  depending  on  whether  it  is 
offered 
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Mr.  Brody:  (Interposing)  Your  Honor,  at  the 
present  time,  the  questions  are  limited  to  the  Indict- 
ment period. 

The  Court:  But  this  is  on  the  question  of  mark- 
ing. 

Mr.  Griffin:    Yes. 

The  Court:  It  is  marked  now  281  for  identifica- 
tion. If  it  is  offered  the  number  may,  of  course, 
change  regarding  it, — if  it  is  offered. 

Mr.  Moriarty :  At  this  time,  if  your  Honor  please, 
we  object  to  the  use  of  the  docmxient  as  based  upon 
matters  not  in  the  record. 

The  Court:  As  I  understand  his  testimony,  he 
is  using  this  to  refresh  his  recollection. 

Mr.  Brody:     That  is  correct,  your  Honor. 

The  Witness:     Yes. 

The  Court:  And  I  don't  see  any  reason  why  he 
shouldn't  be  able  to  use  it  for  that  piirpose. 

Mr.  Moriarty:    May  I  ask  a  further  question'? 

The  Court:  If  you  wish  further  questions,  you 
may. 

Mr.  Moriarty:    Addressed  to  the  same  matter. 

Is  this  document  necessary  for  you  after  [1616] 
your  extended  investigation  to  use  for  the  purpose 
of  refreshing  your  recollection? 

The  Witness:  Well,  the  numerous  instances 
where  we  found  that  the  records  were  not  exactly 
what  you  would  consider  accurate  to  try  to  remem- 
ber this  without  something  to  refresh  your  memory, 
it  is  impossible. 

Mr.  Moriarty :  That  isn't  answering  my  question. 
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The  Witness :  Well,  I  find  that  I  need  something 
to  refresh  my  memory  on  it,  so  far  as  all  these  de- 
tails are  concerned. 

Mr.  Moriarty:  Can  you  outline  for  the  Jury  the 
nmnbers  of  documents  that  are  not  in  evidence  upon 
which  you  have  based  this  report? 

Mr.  Brody:  Your  Honor,  T  think  this  question- 
ing goes  beyond  the  extent  at  this  time. 

Mr.  Moriarty:  I  am  testing  his  necessity  of 
using  this  document,  which  was  prepared  subse- 
quent to  the  meeting  of  the  Internal  Revenue  Agent. 

The  Court:  You  may  proceed  with  your  ques- 
tion. 

The  Witness:  Your  question  is  as  to  what  the 
documents  covered  by  this  report — this  report 
covers  our  examination  of  the  accounting  records 
maintained  for  eight  different  companies.  Some  of 
the  records  of  these  companies  are  in  evidence.  So 
far  as  an  examination  of  the  accounting  records,  it 
extends  to  all  of  the  records  that  [1617]  were  avail- 
able from  these  companies,  whether  vendee's  in- 
voices, sales  slips,  cancelled  checks,  no  matter  what 
it  may  be. 

Mr.  Moriarty:  Does  it  compile  the  findings  of 
the  19  people  you  referred  to  that  participated  in 
the  investigation? 

The  Witness :    Basically,  it  does. 

Mr.  Moriarty:  Then  I  object  to  it  as  a  hearsay 
document,  if  you  Honor  please. 

Mr.  Brody:    It  is  not  being  offered. 

The  Court:     It  is  not  being  offered. 
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Mr.  Moriarty:     Then  I  object  to  the  use  of  it. 

Mr.  GrifPm:  If  the  Court  please,  can't  we  get 
back  to  one  basic  question"?  This  document  was  pre- 
pared at  the  request  of  the  Government,  and  the 
Government  has  a  copy  of  it  and  it  is  the  basis  of 
the  Government's  case. 

Mr.  Moriarty:  Let  us  not  get  confused  as  to 
w^hether  or  not  it  was  prepared  at  the  request  of 
the  Government.  The  Government  VvT.s  making  the 
investigation,  and  at  the  time  these  people  were 
gathered  not  at  the  request  of  the  Government,  but 
at  Mr.  Kachlein's  invitation,  and  I  don't  want  the 
record  to  show  it  was  at  our  request. 

Mr.  Griffin:    Let  the  witness  testify  to  it.  [1618] 

The  Court:  The  question  now  is  whether  this 
may  be  used  to  refresh  recollection. 

Mr.  Moriarty:     That  is  my  objection. 

The  Court:  I  see  no  reason  why  it  cannot  be 
used  for  that  purpose,  if  it  serves  to  do  so. 

Now,  of  course,  it  is  available  for  inspection  by 
the  Government,  or  a  defendant  and  should  the 
Jury  desire  to  look  at  it,  the  Jury  may  see  it. 

Mr.  Cox:  If  the  Court  please,  may  I  ask  the 
witness  a  couple  of  questions? 

The  Court:     You  may. 

Mr.  Cox:  Mr.  Gorans,  as  I  understand  this  re- 
port is  based  upon  a  good  deal  of  work  not  done 
by  you  individually,  but  by  these  19  men  who  also 
worked  on  this  at  various  stages  in  the  investiga- 
tion f 

The  Witness:     It  was  ])ased  on  the  work  that 
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they  did,   but   the   work  thej^   did  was   under  my 
supervision  and  my  api^roval. 

Mr.  Cox:  You  did  not,  however,  look  at  all  the 
documents  that  they  inspected  in  making  your  re- 
port? 

The  Witness:  No,  I  don't  think  that  I  looked 
at  all  the  documents  that  they  inspected,  but 

Mr.  Cox:  (Interposing)  Therefore,  when  you 
look  at  this  document  now,  in  order  to  refresh  your 
recollection,  does  it  refresh  your  recollection  as  to 
[1619]  something  you  actually  inspected  at  one 
time,  and  had  knowledge  of  at  some  time  and  are 
now  able  to  recall  because  you  look  at  this  docu- 
ment? 

The  Witness:     It  does. 

Mr.  Cox:  And  it  is  not  a  record  of  things  which 
you  never  saw  and  never  had  any  knowledge  of? 

The  Witness:  It  is  not  a  record  of  anything 
that  I  have  not  seen. 

Mr.  Cox:    In  no  part? 

The  Witness:  In  no  part. 

Mr.  Cox:  I  thought  you  said  it  was  based  on 
dociunents  which  you  did  not  inspect? 

The  Witness:  It  depends  upon — the  report  itself 
is  based  upon  the  general  ledger,  and  what  is  in 
the  general  ledger.  The  information  that  goes  to 
make  up  the  general  ledger  gets  into  documents 
that  I  did  not  probably  see  all  of,  but  our  report  is 
based  upon  examination  of  the  general  ledger,  and 
the  financial  records  of  the  company,  but,  basically, 
on  the  general  ledger  of  the  company. 
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Mr.  Brody:  Your  Honor,  I  will  object  to  any 
further  questioning  here.  It  is  misplaced.  If  this 
report  serves  to  refresh  the  recollection  of  the  wit- 
ness, and  the  witness  testifies  of  his  own  knowledge, 
he  should  be  able  to  testify.  If  Mr.  Cox  then  wishes 
to  examine  [1620]  closely  as  to  what  work  he  did, 
it  would  be  proper  cross  examination. 

Mr.  Moriarty:  If  your  Honor  please,  the  point 
we  are  making  on  behalf  of  the  Government  is  that 
is  a  document  the  result  of  19  people  making  an 
investigation.  That  is  submitted  to  the  witness.  It 
cannot  by  any  chance  be  considered  recollection  of 
things  he  didn't  see,  and  if  he  testifies  from  this 
document,  we  will  be  unable  from  cross  examination 
to  find  out  which  of  the  19  actually  verified  the  facts 
that  he  is  now  refreshing  his  recollection  on. 

The  Court :  The  document,  as  I  understand  from 
the  witness,  serves  to  refresh  his  recollection.  Of 
course,  he  cannot  testify  to  something  he  does  not 
know  from  his  own  experience  or  from  his  knowl- 
edge. As  to  those  portions  of  the  work  that  he  didn't 
^6  or  doesn't  know  about,  I  assume  he  will  not 
testify,  and  of  course,  on  cross  examination  you 
may  go  so  far  as  you  seem  well  advised  in  testing 
that  ill 'using  the  document  or  using  any  other 
method  you  think  proper  in  testing  the  accuracy 
of  his  testimony. 

Mr.  Moriarty:  The  Court  is  overruling  our  ob- 
jection? 

The  Court :    As  to  the  use  of  the  document,  yes. 
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Mr.  Cox:  Could  we  inquire  who  signed  the  orig- 
inal of  this  report  1  This  one  is  not  signed. 

The  Witness:  It  was  signed  by  the  senior  part- 
ner in  our  office,  Mr.  Tremper. 

Mr.  Cox:     It  was  not  signed  by  yourself? 

The  Witness:    It  is  not  signed  by  myself. 

The  Court:  As  I  understand,  this  does  not  pur- 
port to  be  a  written  statement  of  what  you  are 
testifying  to? 

The  Witness :  No,  I  am  only  referring  to  various 
sections  in  here  as  to  wiiat  was  found. 

The  Court:    You  may  proceed. 

The  Witness:  And  making  very  limited  use 
of  it. 

Q.  (By  Mr.  Brody)  :  The  question  now  before 
you,  Mr.  Gorans,  I  will  restate  as  follows: 

What  did  your  examination  of  the  books  and 
records  of  the  Hans  Forster  enterprises  reveal  as 
to  their  correctness  and  accuracy  during  the  years 
1945  through  1949? 

Mr.  Moriarty:    I  object  as  repetitious. 

Mr.  Brody:  The  witness  was  in  the  midst  of 
answering  this  question  when  Mr.  Moriarty  in- 
terrupted. 

The  Court:    Objection  overruled.  [1622] 

Mr.  Moriarty:  He  already  answered  in  three 
questions. 

The  Court:  I  shall  overrule  objection.  You  may 
proceed. 

A.     We  found  the  books  were  inaccurate  to  the 
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extent  you  could  not  from  them  in  any  sense  pre- 
pare an  accurate  financial  statement. 

Q.  (By  Mr.  Brody)  :  And  can  you  state  further 
in  what  respects  these  books  were  inaccurate  dur- 
ing that  period'? 

A.  Well,  we  found  that  there  was  no  reconcilia- 
tion for  the  cash  on  hand,  accounts  receivable,  ac- 
counts payable,  in  most  of  the  companies.  We  also 
fc;und  that  there  was  no  indication  that  an  accurate 
cash — or  account  of  cash  on  hand  at  any  year-end 
had  been  made  in  most  of  the  companies,  and  we 
also  found  or  could  find  no  indication  that  a  re- 
conciliation of  the  cash  on  hand  had  been  made  with 
:  the  amount  appearing  in  the  bank  ledger. 

We  also  found  that  to  be  true,  so  far  as  the  cash 
in  the  bank  was  concerned.  We  could  find 

The  Court:  (Interposing)  May  I  inquire,  you 
are  answering — when  you  speak  of  the  general 
ledger,  are  you  speaking  of  the  general  ledger  for 
a  particular  company? 

The  Witness:  Well,  this  applies  to  most  com- 
panies which  covers  Alpine  Dairy,  Issaquah  Cream- 
ery [1623]  Company,  Finstad  and  Utgard,  Alpine 
Ice  Cream,  Renton  Ice  and  Ice  Cream,  Simonson 
and  Forster. 

It  covers,  the  report  basically  covers,  all  of  those 
companies. 

Mr.  Cox:  If  the  Court  please,  I  would  ask  to 
strike  any  testimony  of  the  witness  in  response  to 
that  answer,  and  move  to  strike  testimony  of  any 
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concerns    other    than    Alpine    Dairy    or    Issaqnah 

Creamery. 

Alleged  deficiencies  in  accounting  procedures  of 
other  corporations  are  not  relative  to  Issaquah 
Creamery  or  Mr.  Forster,  doing  business  as  Alpine 
Dairy. 

Mr.  Brody:  They  are  relevant  in  many  ways, 
yoi;r  H  jr.or.  In  the  first  place,  the  Government  has 
put  in  evidence  the  books  of  Finstad  and  Utgard 
and  the  same  thing  with  Simonson  and  Forster,  and 
they  have  put  in  journals  and  ledgers  of  Ali:>ine  Ice 
Cream  Comj^any. 

These  books  and  records  are  in  evidence,  and 
certainly,  on  our  case,  Mr.  Gorans  is  entitled  to  re- 
spond in  what  particulars  they  were  accurately  or 
correctly  kept  books  of  account.  As  a  principal  pur- 
pose, however,  it  is  our  desire  to  show  precisely 
during  this  period  what  the  status  of  bookkeeping 
and  accounting  was,  what  the  procedures  were  and 
whether  or  not  they  were  accurate  or  correct, 
vrhether  or  not  they  were  capable  of  reflecting  in 
tax  returns  what  the  actual  [1624]  business  transac- 
tions of  the  companies  had  been,  and  no  matters 
go  more  directly  to  the  vital  question  of  intent  in 
this  case. 

Mr.  Cox:  It  is  our  understanding,  if  the  Court 
please,  that  the  Government  placed  many  of  these 
items  in  the  record  in  evidence,  and  other  parties 
have  placed  them  in  evidence,  because  of  their  bear- 
ing on  the  particular  transactions  which  may  or 
may  not  have  a  bearing  on  the  individual  tax  lia- 
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bility  of  Mr.  Forster,  which  is  relevant  to  the  case 
or  because  they  may  have  a  bearing  upon  the  Gov- 
ernment's net  worth  calculation,  or  something  of 
that  sort,  but  to  attempt  to  bring  in  the  over-all 
sweep  of  the  accounting  system  at  the  remaining 
six  of  these  companies  seems  to  us  unnecessary 
broadening  of  the  case. 

The  Court:  Well,  I  see  no  reason  why  anything 
should  go  in  other  than  those  books  and  documents 
that  either  relate  to  the  Issaquah  Creamery,  Alpine 
and  Mr.  Forster,  any  business  that  he  operates  as 
a  sole  proprietorship,  or  any  dociunents  and  records 
in  the — in  evidence  now;  as  to  other  matters,  it 
seems  to  me  it  is  entirely  immaterial. 

Mr.  Griffin:  May  I  suggest  to  your  Honor  on 
that: 

We  are  dealing  with  an  Indictment  that  in  the 
[1625]  counts  charges  a  certain  amount  of  income 
declared,  a  certain  amount  of  income  undeclared, 
that  affects  the  tax. 

The  Government  concedes  it  is  basing  its  tax 
upon  a  theoretical  net  worth.  There  isn't  anything 
— and  included  in  net  worth  is  Finstad  and  Utgard, 
Alpine  Ice  Cream  Company,  and  these  others. 

There  isn't  anything  then  in  the  income  of  those 
books  that  does  not  affect  this  net  worth  statement 
that  the  Government  is  relying  upon,  whether  it  is 
ten  thousand  dollars  in  favor  of  the  Government, 
or  in  favor  of  Forster.  I  suggest  we  are  entitled 
to  show  what  these  books  show,  that  the  Govern- 
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ment  has  put  in  evidence  upon  which  it  is  basing 
a  theoretical  claim  of  taxes. 

The  Court:  I  don't  know,  it  seems  it  is  covered 
if  they  are  in  evidence.  My  ruling  extends  to  those, 
as  I  understood. 

Mr.  Brody :    We  will 

The  Court:  (Interposing)  There  are  some  other 
l)ooks,  as  I  understand  the  witness,  that  have  not 
been  referred  to. 

Mr.  Griffin:  I  understood  your  Honor's  ruling 
just  this  moment  that  we  shouldn't  go  beyond  the 
Issaquah  Creamery,  Alpine  and  Mr.  Forster  100% 
interest. 

The  Court:    And  any  records  in  evidence.  [1626] 

Mr.  Brody :  All  right,  we  will  pursue  this  line  of 
questioning  with  regard  to  books  and  records  in 
evidence. 

The  Court:    Isn't  that  it? 

Mr.  Griffin:    A¥ell 

Mr.  Moriarty:  In  the  dates  as  jjroven  by  the 
Government's  case,  the  books  might  have  been  good 
one  year,  and  bad  another  year,  and  might  be  criti- 
cized for  those  years,  and  have  no  materiality  to 
the  inquiry  here.  What  the  Government  has  put 
in  is  certainly  subject  to  the  expert  opinion  of  the 
witness,  and  not  the  general  systems  that  were  in 
existence  in  these  various  years,  at  a  re-survey  of 
all  these  businesses  when  the  Government  limited 
its  proof  to  certain  matters  definitely  clear  in  the 
evidence,  and  should  be  confined  to  that. 
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During  that — all  those  years,  I  think  it  is  x^rop- 
erly  subject  to  the  inspection  or  ox^inion  of  this 
witness,  but  if  there  are — if  the  opinion  is  based  on 
matters  not  in  evidence,  it  is  submitted  it  is  not  the 
best  evidence  and  he  cannot  base  his  opinion  on 
something  that  has  been  supplied  by  many  others. 

Mr.  Brody:  Your  Honor,  it  is  difficult  now  to 
determine  the  basis  of  Mr.  Moriarty's  opinion, 
whether  it  is  the  best  evidence  rule,  or  books  not 
in  evidence.  [1627]  As  to  that,  we  will  not  pursue 
any  further  questions. 

Or,  whether  it  is  similar  to  Mr.  Cox's,  in  that  Ms 
claim  is  that  any  defense  matter  may  only  be 
brought  in  to  points  raised  by  the  prosecution. 

As  to  that  argument,  that  is  precisely  the  same 
matter  into  which  we  got  into  yesterday  as  to  what 
the  defense  can  show. 

The  Court:  That  isn't  the  basis  of  my  ruling. 
The  limits  that  I  have  placed  or  indicated  I  would 
place  is  testimony  to  documents  not  in  evidence  is 
all.  There  is  no  evidence  in  here — if  there  are  some 
books  or  corporations  involved  in  this  examination 
that  are  not  in  evidence — in  other  words,  either  as 
bocks  or  as  reports,  or  whatever  the  case  may  be — 
in  other  words,  if  there  is  XYZ  Corporation  not 
gone  into  here,  I  don't  think  there  is  any  purpose 
of  bringing  testimony  out  by  this  witness  at  this 
time. 

Mr.  Griffin:    We  agree  to  that. 

Mr.  Brody:    We  will  offer  testimony  only  to  the 
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books  and  records  a  part  of  the  testimony  in  this 

case. 

Mr.  Cox:  Our  objection  goes  further  than  that. 
In  line  with  Mr.  Moriarty's  statement,  the  Govern- 
ment has  shown  certain  payment  from  Finstad  and 
Utgard  to  Issaquah  Creamery. 

The  Court:  In  other  words,  you  are  making  the 
same  [1628]  objection  now  as  to  the  various  docu- 
ments that  are  introduced. 

Mr.  Cox :  Yes,  but  it  goes  to  the  document  placed 
in  the  record  for  a  particular  purpose.  If  Mr. 
Gorans  wishes  to  testify  to  the  effectiveness  of  the 
accounting  system  insofar  as  it  could  or  could  not 
reflect  those  transactions,  or  did  or  did  not  reflect 
those  transactions,  that  is  one  thing,  but  simply 
because  the  books  and  records  of  Finstad  and  Ut- 
gard have  been  placed  in  the  record  for  one  reason 
to  say  that  that  is  the  basis  now  for  him  to  embark 
upon  a  general  discussion  of  their  over-all  ade- 
quacy seems  to  us  irrelevant  and  immaterial,  even 
though  the  books  may  be  in  the  record  to  establish 
certain  items  and  certain  specific  transactions. 

The  Court:  I  don't  recognize  that  as  a  valid 
objection.  I  think  once  the  books  have  been  brought 
in,  even  though  only  a  portion  have  been  brought 
in,  that  then  the  balance  of  thp  books  may  bp  ad- 
missible. 

Mr.  Cox:  Having  no  bearing  on  the  specific 
items  heretofore  admitted  into  evidence? 

The   Court:     Of  course,  I  assume  they  have  a 
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bearing  on  figures  that  go  to  make  up  income  and 

tax. 

Mr.  Cox:    Of  Finstad  and  Utgardl 

The  Court:  Over  this  period  of  time,  yes.  [1629] 
In  other  words,  I  take  it  any  part  of  the  books  of 
accoimt  have  some  relationship  to 

Mr.  Cox:  (Interposing)  The  tax  of  Finstad  and 
Utgard  was  not  here  involved. 

The  Court:  And  then,  of  course,  the  fact  that 
certain  items  there  went  to  Mr.  Forster  or  went  to 
Issaquah  makes  a  connection. 

Mr.  Cox:  Yes;  well,  we  would  have  no  objection 
to  examination  as  to  the  adequacy  of  this  so  far 
as  reciting  the  expenditures  to  Issaquah  or  cover- 
ing the  transactions  involving  Mr.  Egeness's  testi- 
mony or  method  of  paying  Mrs.  Finstad,  other  than 
the  objection  we  have  already  made  for  the  record, 
which  in  view  of  your  Honor's  position,  that  would 
be  relevant  testimony,  but  to  come  in  now  and  start 
in  talking  about  reconciliation  of  a  bank  at  Conway, 
whether  that  was  or  was  not  done  when,  so  far  as 
I  can  see,  the  Government  has  not  relied  on  any 
f'-uch  bookkeeping  entry  seems  to  me  to  be  going 
beyond  the  extent  of  the  case,  and,  as  I  understand 
it,  the  Government's  net  worth  computation  is 
based  upon  investment  costs  in  these  concerns,  and 
not  upon  the  general  income  of  the  companies,  and 
certainly  the  expenditures  which  they  contend  were 
diverted  and  not  properly  accounted  for  elsewhere 
again  do  not  enter  into  the  general  adequacy  of  the 
books  of  Finstad   and  Utgard  and  although  your 
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Honor  [1630]  is  perfectly  correct,  everything  in 
the  books  has  a  relationship  to  some  business  in- 
come tax,  it  is  the  Finstad  and  Utgard  for  which 
there  is  no  indictment  except  as  it  has  a  bearing 
on  Mr.  Forster's  personal  tax. 

The  Court:  Well,  I  don't  know  that  I  can  go 
any  further  than  I  have  indicated  now  to  proceed. 

Q.  (By  Mr.  Brody)  :  Now,  Mr.  Gorans,  can  you 
state  in  detail  with  reference  to  your  examination 
of  the  books  of  Alpine  Dairy  and  Issaquah  Cream- 
ery, Finstad  and  Utgard,  and  Simonson  and  For- 
ster  for  the  years  1945  to  1949,  and  Alpine  Ice 
Cream  Company  in  the  year  1949,  any  particular 
details  in  which  the  books  and  records  did  not 
accurately  or  correctly  reflect  the  business  transac- 
tions reported  therein. 

Mr.  Cox:  If  the  Court  please,  may  we  have  a 
standing  objection  to  this  line  of  testimony  then  so 
that  we  need  not  interrupt  further  on  the  same 
grounds  stated? 

The  Court:    Is  that  agreeable? 

Mr.  Griffin:    Yes. 

Mr.  Brody:     That  is  agreeable. 

The  Court:  If  you  have  any  objection  as  to  form 
or  to  particular  questions 

Mr.  Cox:  Yes,  or  if  we  have  additional  grounds, 
we  will  so  state,  your  Honor.  [1631] 

The  Court:  Does  the  Government  have  any  ob- 
jection they  are  making? 

Mr.  Moriarty:  So  long  as  they  are  confined  to 
the  books  in  evidence. 
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Mr.  Cox :  And  this  will  be  on  the  grounds  previ- 
ously stated  to  your  Honor  yesterday  and  raised 
this  morning  by  similar  testimony  of  the  witness. 

The  Court :    It  is  understood. 

The  Witness:    May  I  have  the  question  again*? 

The  Court:  Do  you  wish  to  restate  it,  or  have 
the  reporter  read  if? 

Perhaps,  Mr.  Brody 

Mr.  Brody:  (Interposing)  Have  the  reporter 
read  it. 

The  Court:  Mr.  Reporter,  would  you  read  the 
question  ? 

(Whereupon,  the  preceding  question  was 
read  by  the  reporter.) 

Mr.  Moriarty:  That  is  a  question  that  can  be 
answered  yes  or  no,  I  believe;  otherwise,  it  is  a 
shotgun. 

The  Court:    That  is  up  to  the  witness. 

A.  As  I  understand  the  question,  it  asks  for  the 
details  in  each  instance  where  they  do  not  agree 
that  I  know  of. 

Mr.  Moriarty:  I  think  the  question  should  be, 
do  [1632]  you  know  of  any*? 

Q.  (By  Mr.  Brody)  :  The  question  is :  Can  you 
state  *?  A.     Yes,  there  are  differences. 

Q.  Well,  now,  will  you  state  what  those  differ- 
ences aref 

A.  Issaquah  Creamery  Company,  there  is  no  in- 
dication that  the  cash 

Mr.  Keesling:    We  can't  hear  the  witness. 

A.     (Continuing)  There  is  no  indication  that  the 
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cash  on  hand  had  ever  been  reconciled,  with  the 
amount  actually  on  hand,  as  shown  in  the  other 
records  of  the  company.  This  is  the  amount  for 
the  general  ledger,  and  a  reconciliation  of  these 
figures  would  have  revealed  that  the  general  ledger 
was  overstated  in  that  it  showed  more  cash  on  hand 
than  the  company  actually  had,  and  in  so  doing,  it 
affected  income. 

There  was  no  indication  that  the  bank  account 
had  been  reconciled  for  Issaquah  Creamery  Com- 
pany, and  in  making  a  reconciliation,  it  was  found 
that  the  bank  account  showed — for  the  general 
ledger  showed  less  amount  than  what  the  actual 
balance  in  the  bank  would  show  at  that  same  date, 
and  as  a  result,  there  v^as  an  understatement  of 
income  there. 

The  notes  receivable  that  the  company  had  there 
had  not  been  reconciled,  the  details  of  the  notes 
receivable  [1633]  had  not  been  reconciled  with  that 
shown  in  the  general  ledger,  and  the  actual  detail 
of  the  notes  receivable  exceeded  the  amount  in  the 
general  ledger,  and  in  so  doing,  there  was  an  under- 
statement of  income. 

Mr.  Patten:  Could  we  place  the  dates  where 
these  documents  were  under  or  over'? 

The  Court:  As  I  understand  now,  you  are  giv- 
ing in  a  general  way  the  five  years  involved  ? 

The  Witness:    That  is  correct. 

T^Ir.  Brody:    That  is  correct. 

A.  (Continuing)  Which  particular  year  this 
might  have  happened,  on  the  accumulation,  it  cov- 
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ers  all  the  years,  and  which  year  the  particular  year 
falls  into  is  impossible  now  to  go  back  and  deter- 
mine in  which  year  it  would  actually  fall.  We  could 
find  no  records  of  inventory  at  Issaquah  Creamery 
Company,  so  we  don't  know  whether  the  inventory 
agreed  or  not  with  the  amounts  recorded. 

We  found  that  the  accounts  payable  had  not  been 
reconciled  and  the  accounts  payable,  the  total 
amount  shown  in  the  general  ledger  for  Issaquah 
Creamery  Company,  particularly  at  December  31, 
1949,  was  far  in  excess  of  the  actual  liability  of 
that  company  at  that  date. 

We  found  that  they  had  a  separate  account  for 
the  [1634]  liabilities  for  milk  that  had  been  pur- 
chased from  the  farmers  and  that  account — the  de- 
tails of  that  account  had  not  been  reconciled  with 
the  balance  in  the  general  ledger,  and  we  found 
there  that  the  general  ledger  balance  was  greater 
than  the  actual  detail  in  support  of  that  ledger 
balance,  and  as  the  result  of  that,  there  was  an 
understatement  of  income  for  that  year. 

There  was  some  other  minor  items  on  Issaquah 
Creamery  Company,  and  Alpine  Dairy  we  found 
the  same  situation  existing  so  far  as  cash  was  con- 
cerned. 

The  amount  in  the  general  ledger  had  not  been 
reconciled  with  the  actual  cash  on  hand,  and  a  re- 
conciliation, which  could  have  been  very  easily  done 
at  any  time  showing  that  there  was  a  substantial 
amount  of  cash  on  hand,  and  in  not  reflecting  this 
in  the  general  ledger,  the  income  for  Alpine  Dairy 
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was  under-stated.  We  found  that  the  bank  account 
for  the  general  ledger  had  not  been  reconciled,  and 
I  don't  recall  offhand  which  way  that  reconciliatioii 
worked  out,  whether  there  was  an  understatement 
or  overstatement  of  income,  but  it  was  out  of  bal- 
ance at  December  31,  1949,  approximately  five  thou- 
sand dollars,  as  I  recall. 

The  accounts  receivable  for  Alpine  Dairy,  the  de- 
tails of  those  accounts  had  not  been  reconciled  with 
the  balances  in  the  general  ledger  and  a  reconcilia- 
tion of  that  amount  showed  that  there  was  a  con- 
siderable amount  [1635]  actually  due  that  was  not 
reflected  in  the  general  ledger,  and  that  resulted  in 
an  understatement  of  income. 

We  found  accounts  payable  for  Alpine  Dairy  had 
not  l^een  reconciled,  and  in  making  a  reconciliation 
of  that  we  found  that  the  balances  in  the  general 
ledger  for  accounts  payable  was  in  excess  of  the 
actual  liabilities  that  the  company  owed  so  far  as 
their  vendor's  invoices  were  concerned,  and  that 
resulted  in  an  understatement  of  income. 

We  couldn't  find  any  inventory  records  for  Al- 
pine Dairy,  either,  so  that  we  don't  know  whether 
they  agreed  with  the  records  or  not. 

Now,  in  Alpine  Ice  Cream  Company,  December 
31st,  the  cash  on  hand  for  that  company  had  not 
been  reconciled  with  the  amount  in  the  general 
ledger,  and  there,  again,  they  had  more  cash  on 
hand  than  actually  showed  in  the  general  ledger. 

The  accounts  payable  for  Alpine  Ice  Cream  had 
not  been  reconciled,  and  the  balance  in  the  general 
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ledger  in  this  instance  was  less  than  the  actual  lia- 
bility of  the  company,  and  therefore,  resulted  in 
an  overstatement  of  income  for  that  company. 

Finstad  and  Utgard,  I  don't  recall  of  any  par- 
ticular instance  where  there  was  any  material 
amount  [1636]  involved  and  the  same  with  Simon- 
son  and  Forster,  but  there  was  no  indication  there 
that  these  particular  detailed  accounts  had  been 
reconciled  with  the  amounts  in  the  general  ledger, 
either. 

Q.  (By  Mr.  Brody) :  Now,  what  is  the  purpose, 
Mr.  Gorans,  of  the  reconciliation  of  which  you 
speak  ? 

A.  Well,  the  reconciliation  is  that  it  serves  the 
principal  purpose  of  proving  whether  or  not  a  fig- 
ure in  the  general  ledger  is  accurate  or  not.  Under 
entries  in  the  general  ledger  are  summary  informa- 
tion that  comes  from  other  sources. 

In  order  to  prove  whether  that  summary  infor- 
mation is  correct  or  not,  it  is  necessary  to  take  a, 
trial  balance,  for  instance,  of  accounts  receivable, 
or  necessary  to  reconcile  the  ending  balance  in  the 
general  ledger  after  posting  these  summary  figures 
to  determine  that  you  have  recorded  the  proper 
figures. 

Q,  And  what  is  the  effect  of  failure  to  make 
such  a  reconciliation  in  the  general  ledger  *? 

A.  Well,  the  effect,  which  I  think  I  have  pointed 
out,  results  in — can  result  in  either  an  overstate- 
ment or  understatement  of  income.  The  general 
ledger  is  your  final  book  of  accomit  for  any  com- 


United  States  of  America.  469 

(Testimony  of  Gerald  E.  Gorans.) 
pany,  and  it  represents  everything  that  comes  from 
all  the  other  [1637]  subsidiary  records  which  you 
can  have  any  number  of  people  working  on,  but  so 
far  as  determining  whether  the  company  has  made 
any  money  or  lost  any  money,  or  the  financial  posi- 
tion of  that  company,  it  has  to  be  determined  from 
the  general  ledger. 

Q.  And  what  is  the  position  of  the  general 
ledger  in  relation  to  the  other  books  of  the  com- 
pany? 

A.  Well,  the  general  ledger  is  a  book  in  which 
you  summarize  all  the  information  coming  from 
the  other  subsidiary  records. 

Q.  What  is  the  final  and  authoritative  book  of 
account  of  any  business  enterprise? 

A.     The  general  ledger  is. 

Q.  And  from  your  examination,  were  the  books 
and  records  of  Alpine  Dairy,  Issaquah  Creamery 
Company,  Simonson  and  Forster,  Pinstad  and  Ut- 
gard  for  the  years  1945  to  1949  and  the  records  of 
Alpine  Ice  Cream  Company  for  the  year  1949,  were 
those  books  and  records  sufficient  and  adequate  to 
produce  information  upon  which  correct  tax  returns 
could  be  filed? 

A.     They  were  not. 

Mr.  Moriarty:    Objection. 

The  Court:    What  was  it? 

Mr.  Cox:    Objected  to  as  leading. 

Mr.  Moriarty:  Also  objected  to  as  including  sev- 
eral matters  that  I  thought  were  restricted  by  the 
Court.  [1638] 
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Mr.  Brody:  I  don't  see  where  it  can  be  leading, 
where  it  is  answered  by  "yes"  or  ''no." 

The  Court:  I  am  going  to  ask  the  reporter  to 
read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:  Well,  the  question  has  been  an- 
swered, and  the  Court  would  overrule  the  objection, 
and  the  answer  may  stand. 

Q.  (By  Mr.  Brody)  :  Now,  with  reference  to 
Alpine  Dairy,  Mr.  Gorans,  did  you  examine  the 
books  and  records  of  Alpine  Dairy  from  1945 
through  1949?  A.    Yes. 

Q.  Was  there  any  indication  to  you  that  the 
specific  entry  of  cash  on  hand  had  ever  been  recon- 
ciled with  the  general  ledger? 

A.     There  was  no  indication. 

Mr.  Cox:    Repetition,  if  the  Court  please. 

Mr.  Brody:  I  am  just  calling  attention  to  the 
specific  item,  your  Honor. 

Mr.  Moriarty:    Three  times. 

The  Court:    I  think  you  covered  it.  [1639] 

Q,  (By  Mr.  Brody)  :  I  am  now  showing  you, 
Mr.  Gorans,  Plaintiff's  Exhibit  272,  and  I  want  you 
to  state,  if  you  can  determine  from  that  record  the 
cash  on  hand  as  per  that  general  ledger  for  Octo- 
ber 31,  1949? 

A.  At  October  31,  1949,  the  general  ledger  shows 
a  negative  cash  on  hand,  $21,032.98. 

The  Court:    What  was  the  figure? 

The  Witness:    $21,032.98. 
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Q.  (By  Mr.  Brody)  :  Mr.  Gorans,  in  account- 
ing practice,  is  it  x>ossible  to  have  a  negative  figure 
of  cash  on  hand? 

A.     It  is  a  physical  impossibility. 

Q.  Now,  with  reference  again  to  Plaintiff's  Ex- 
hibit 272,  can  you  determine  what  the  figure  for 
cash  on  hand  is  for  November  30th,  1949? 

A.     It  shows  a  negative  balance  of  $16,735.81. 

Q.  Now,  showing  you  Defendants'  Exhibit 
A-34 

The  Court:  (Interposing)  Just  so  that  the  rec- 
ord is  clear,  Exhibit  272  is  the  Alpine  Dairy 
Ledger,  is  that  right? 

The  Witness:    Yes. 

Mr.  Brody:    Yes,  your  Honor. 

Q.  (By  Mr.  Brody  continuing) :  Now,  showing 
you  Defendants'  Exhibit  A-34,  which  has  been  iden- 
tified as  Mrs.  Wilcox's  [1640]  cash  summary  for 
the  month  of  October,  1949,  is  it  possible  for  you 
to  determine  from  Mrs.  Wilcox's  summary  the  cash 
on  hand  as  reported  thereon  for  October  31st,  1949? 

A.  It  is  necessary,  along  with  this,  to  refer  to 
the  bank  statements  to  determine  the  actual  cash 
on  hand. 

Mr.  Moriarty:    Is  that  in  evidence? 

Mr.  Brody:    Will  you  mark  this? 

The  Clerk:  Defendants'  Exhibit  A-45  marked 
for  identification. 

The  Court:    Haven't  we  an  A-45? 

No,  that  was  the — it  was  281. 

Mr.  Griffin:    281,  that  is  right. 
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(Defendants'  Exhibit  No.  A-45  marked  for 
identification.) 

Q.  (By  Mr.  Brody) :  Now,  showing  you  what 
has  been  marked,  Mr.  Gorans,  as  Defendants'  Ex- 
hibit A-45,  can  you  identify  those  records  "I 

A.  These  are  bank  statements  for  Alpine  Dairy 
for  the  month  of  September,  October,  November, 
and  December,  1949,  and  January  of  1950. 

Q.  And  can  you  state  where  you  first  saw  those 
records  ? 

A.  We  obtained  these  in  the  office  at  Issaquah 
Creamery  [1641]  Company  at  the  time  of  making 
our  examination. 

Q.  And  did  you  use  those  records  in  the  process 
of  making  your  examination?  A.     We  did. 

Mr.  Brody :  We  still  now  oiier  A-45  in  evidence, 
your  Honor. 

Mr.  Keesling :    Counsel,  what  bank  is  this  ? 

Mr.  Griffin:    Peoples. 

Mr.  Moriarty :    Peoples  of  Seattle,  or  Renton  ? 

Mr.  Brody:     Peoples  National  Bank  of  Seattle. 

Q.  (By  Mr.  Brody)  :  Mr.  Gorans,  will  you  state 
what  bank  that  is  from  ? 

A.  Peoples  National  Bank  of  Washington  in 
Seattle.   I  think  they  refer  to  it  as  the  main  office. 

Mr.  Cox :    May  I  question  on  voir  dire  ? 

The  Court :    You  may. 

Mr.  Cox :  I  note  certain  additions  in  pen  and  ink 
on  certain  pages ;  do  you  know  who  made  those,  Mr. 
Gorans  ? 
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The  Witness:  It  was  reported  to  me  as  having 
been  made  by  Mr.  Erickson. 

Mr.  Cox:    You  have  no  knowledge  of  your  own? 

The  Witness:    I  have  no  knowledge  of  my  own. 

The  Court:  They  were  on  there  when  you  saw 
it?  [1642] 

The  Witness:  Yes,  they  were  on  there  when  I 
saw  it. 

Mr.  Cox:  We  will  object  to  these,  your  Honor, 
on  the  same  grounds  previously  stated.  We  under- 
stood from  Mr.  Brody  a  few  moments  ago  that  they 
were  not  going  to  go  into  the  adequacy  or  inade- 
quacy except  as  to  the  records  already  in  evidence, 
and  we  are  now  offered  an  additional  record. 

The  Court :    That  is  within  the  period,  is  it  not  ? 

Mr.  Brody:    Yes. 

Mr.  Cox:  Yes,  except  for  the  last  month  which 
I  assume  relates  back  to  the  last  period. 

The  Court:    1949. 

Mr.  Cox:    Yes. 

The  Court:  I  assume  that  they  may  oifer  it  as 
part  of  the  records  of  account  of  the  Alpine  Dairy, 
is  that  correct? 

Mr.  Brody:  It  is  a  subsidiary  portion  of  the 
records  the  Government  has  put  in  evidence,  the 
ledger  and  journal. 

The  Court:  I  will  overrule  that  objection.  Any 
other  objection? 

Does  the  Government  have  any? 

Mr.  Moriarty:    No  objection,  your  Honor. 

The  Court:    It  may  be  admitted.  [1643] 
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(Defendants'  Exhibit  A-45  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Brody)  :  Now,  can  you  state  with 
reference  to  Mrs.  Wilcox's  summary  sheet,  Defend- 
ants' Exhibit  A-34  and  A-45  what  the  cash  on  hand 
— what  you  determined  the  cash  to  be  on  October 
31,  1949? 

Mr.  Moriarty:    Cash  in  the  bank,  isn't  iti 

The  Witness:    Cash  on  hand. 

Mr.  Brody :    I  am  referring  to  cash  on  hand. 

Mr.  Moriarty:    Isn't  it  a  bank  statement? 

Mr.  Brody:  The  witness  has  testified  he  will 
make  use  of  that  to  determine  cash  on  hand.  The 
question  relates  to  cash  on  hand. 

The  Court :  Do  you  want  the  reporter  to  read  the 
question,  or  do  you  have  it  in  mind,  Mr.  Gorans  ? 

The  Witness:  I  would  like  to  have  him  read  the 
question. 

The  Clerk :    Mr.  Reporter,  read  the  question. 
(AVhereupon,  the  preceding  question  was 
read  by  the  reporter.) 

A.     The  cash  on  hand  was  $9,566.82. 

Q.  (By  Mr.  Brody) :  Now,  is  that  a  positive  or 
a  negative  figure? 

A.     That  is  a  positive  figure.  [1644] 

Mr.  Cox:  We  would  wish  the  figure  again, 
please. 

The  Witness:    $9,566.82. 

Q.  (By  Mr.  Brody)  :  Now,  can  you  state  the 
difference  between  the  figure  you  have  determined 
to  ])e  the  cash  on  liand  for  October  31,  1949,  and 
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the  figure  which  appeared  in  Plaintiff's  Exhibit 

272,  the  general  ledger  for  that  date? 

A.     There  is  $30,599.80  difference. 

Q.  Now,  will  you  state  what  you  have  deter- 
mined to  be  the  figure  for  cash  on  hand,  Alpine 
Dairy,  as  of  November  30,  1949? 

A.  The  cash,  actual  cash,  on  hand,  at  November 
30,  1949,  was  $13,346.11. 

Q.    Is  that  a  positive  or  a  negative  figure  ? 

A.     That  is  a  positive  figure. 

Mr.  Keesling :  If  the  Court  please,  we  can  hardly 
hear  the  witness. 

The  Court :  Mr.  Keesling  is  having  trouble  hear- 
ing you,  Mr.  Gorans.  If  you  will  keep  your  voice 
up. 

Q.  (By  Mr.  Brody) :  And  will  you  state  the 
difference  between  the  figure  that  you  determine  to 
be  the  actual  cash  on  hand  as  of  November  30,  1949, 
and  the  figure  which  appeared  in  Plaintiff's  Ex- 
hibit 272,  the  Alpine  Dairy  [1645]  General  Ledger? 

A.     The  difference  is  $30,081.92. 

Q.  Now,  have  you  examined  the  working  papers 
and  statement  of  Mr.  Taylor  for  the  month  of  Oc- 
tober, 1949?  A.     I  have. 

Q.     And  do  you  have  those  papers  with  you? 

A.     No,  I  don't. 

Q.     Can  you  state  where  they  are? 

The  Court :    Are  these  the  ones  I  have  ? 

Mr.  Brody :  No,  your  Honor.  I  am  about  to  offer 
them>.  A.     I  think  you  have  them. 

Q.     (By  Mr.  Brody)  :    T  do  not  have  them  there. 
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Mr.  Gorans.   I  think  tiiey  are  the  ones  v/hich  were 

segregated. 

The  Court:  I  may  have  interrupted  the  witness's 
answer  there.  The  question  was  whether  he  had  ex- 
amined  

Mr.  Brody:      (Interposing)   examined  these 

records,  your  Honor.    I  will  now  attempt  to  offer 
these,  your  Honor. 

The  Court:  And  he  said  he  had,  was  that  your 
answer  ? 

The  Witness :    Yes. 

The  Clerk:  Defendants'  Exhibit  A-46  marked 
for  identification.  [1646] 

(Defendants'  Exhibit  No.  A-46  marked  for 
identification.) 

Q.  (By  Mr.  Brody) :  Nov/,  Mr.  Gorans,  show- 
ing you  what  has  been  marked  for  identification  as 
Defendants'  Exhibit  A-46,  can  you  state  what 
that  is  ? 

A.  Those  are  working  trial  balances  for  Alpine 
Dairy  dated  October  31,  1949. 

Q.  Can  you  identify  the  handwriting  in  which 
the  work  sheet  appears  *?  A.    Yes. 

Q.     Whose  handwriting  is  it? 

A.     Mr.  Taylor's. 

Q.  And  where  did  you  'find  that  work  sheet  and 
the  attached  statement? 

A.     It  was  in  Mr.  Taylor's  working  papers. 

Mr.  Brody:  I  will  now  offer  Defendants'  Ex- 
hibit A-46. 

(Whereupon,  there  was  a  brief  pause.) 
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Mr.  Cox:  If  the  Court  please,  we  would  object 
to  the  admission  of  this  exhibit  on  the  grounds  of 
our  standing  objection  previously  allowed  to  this 
entire  line,  and  with  respect  to  certain  of  Mr.  Tay- 
lor's work  papers  offered  by  the  Government.  It 
violates  the  privilege.  The  Government  has  placed 
in  evidence  certain  [1647]  work  papers  obtained 
under  the  situation  of  Mr.  Kachlein's  dual  repre- 
sentation of  both  parties,  and  we  feel  it  is  more 
serious  to  have  these  now  offered  by  another  de- 
fendant against  the  interest  of  Mr.  Taylor  in  view 
of  the  matter  of  their  acquisition  and  the  part  Mr. 
Kachlein  had  until  thus  acquired  by  the  accounting 
firm  which  Mr.  Gorans  represents. 

The  Court:    I  will  ask  a  question  or  two. 

Mr.  Gorans,  you  stated  that  you  found  document 
A-46  for  identification  in  Mr.  Taylor's  working  pa- 
pers. Where  were  they? 

The  Witness:  They  were  on  the  tenth  floor  in 
the  Federal  Court  House. 

The  Court:    You  first  saw  them  there? 

The  Witness:  Well,  I  had  seen  them  when  we 
first  started  our  examination  of  Mr.  Forster's  Com- 
pany back  in  1950. 

A  Juror:    We  can't  hear. 

The  Court :    They  can't  hear  you. 

The  Witness :  The  first  time  we  saw  these  papers 
was  back  in  1950  when  we  first  started  examination 
of  the  Forster  Companies. 

The  Court:    Where  were  they? 

The  Witness:     Out  at  Issaquah  Creamery  Com- 
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pany  in  the  basement  of  the  office  out  there.  [1648] 

The  Court :  And  you  found  them  when  you  were 
examining  other  books? 

The  Witness:    Yes,  sir. 

Mr.  Cox:  Could  I  ask  the  witness  a  series  of 
questions? 

The  Court:    Yes. 

Mr.  Cox :  You  were  advised  by  the  memorandum 
of  Mr.  Tremper,  which  you  stated  was  your  first 
introduction  to  this  case,  that  Mr.  Kachlein  had 
been  fully  authorized  by  Mr.  Forster  mth  respect 
to  your  employment,  the  employment  of  the  firm  of 
Touche,  Niven,  Bailey  and  Smart,  and  you  took  on 
your  investigation  into  Mr.  Forster's  financial  af- 
fairs? 

The  Witness:    Yes. 

Mr.  Cox :  And,  at  the  time  you  first  went  out  to 
Issaquah  Creamery,  May  1,  1950 

The  Witness:     (Interposing)   Yes. 

Mr.  Cox :  (Continuing)  you  were  going  pur- 
suant to  your  employment  by  Mr.  Kachlein  and 
pursuant  to  his  directions  as  to  the  investigation  to 
be  undertaken  into  Mr.  Forster's  affairs? 

The  Witness:  I  don't  believe  we  were  employed 
by  Mr.  Kachlein,  but  by  Mr.  Forster. 

Mr.  Cox :    Through  the  agency  of  Mr.  Kachlein  ? 

The  Witness :    I  don't  know  how  that  came  about. 

Mr.  Cox:  You  understood  he  had  authority  to 
employ  you,  did  he  not? 

The  Witness:  T  don't  know  whether  he  had 
piT!-iioi'i-*-v,  ov  Mo^.  T  don't  think  he  did. 
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Mr.  Cox:  You  read  the  memorandum  that  Mr. 
Tremper  prepared  of  that  meeting? 

The  Witness:    I  read  the  memorandum. 

Mr.  Cox:    Is  that  memorandum  still  here? 

The  Clerk:    It  wasn't  offered. 

Mr.  Cox:    Do  you  have  a  copy  of  it,  Mr.  Patten? 

Mr.  Patten:    I  think  it  was  identified. 

Mr.  Cox:    It  was  identified,  but  it  is  not  here. 

Mr.  Obenour :    What  was  the  number  ? 

The  Clerk:    A-33. 

Mr.  Brody :  Your  Honor,  I  think  it  is  quite  clear 
from  the  testimony 

The  Court:  (Interposing)  If  you  want  to  object, 
I  will  sustain  the  objection. 

Mr.  Griffin:    I  was  just  coming  up  to  object  to  it. 

The  Court:  I  will  sustain  objection  to  the  last 
question.  I  think  it  is  going  beyond  voir  dire. 

Mr.  Brody:  And  then  is  there  a  ruling  on  the 
offer? 

The  Court:  Objection  overruled.  Any  other  ob- 
jection? [1650] 

Mr.  Brody:    It  is  Defendants'  Exhibit  A-46. 

(Defendants'  Exhibit  No.  A-46  admitted  in 
evidence.) 

Q.  (By  Mr.  Brody) :  Now,  will  you  state,  Mr. 
Gorans,  what  appears  on  Mr.  Taylor's  work  sheet 
as  cash  on  hand  for  October  31,  1949? 

A.  The  work  sheet  shows  two  figures,  one  figure 
shows  the  negative  amount  of  $21,032.98,  which  is 
the  amount  that  appears  in  the  general  ledger. 

Q.     And,   now,   referring   you   to   the   statement 
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which  is  attached  to  the  exhibit,  will  you  state  what 

figure  appears  as  cash  on  hand  in  the  statement? 

A.     There  is  no  figure. 

Q.  Now,  'from  a  comparison  of  the  statement 
and  the  underlying  working  papers,  can  you  deter- 
mine why  the  statement  is  silent  as  to  cash  on  hand  ? 

A.  The  amount  shown  for  accounts  receivable 
has  been  reduced  by  this  $21,032.98  and  the  lesser 
figure  for  accounts  receivable  has  been  shown  on 
this  statement. 

Q.  And  what  is  the  effect  of  reducing  from  ac- 
counts receivable  the  negative  amount  of  cash  as 
shown  on  the  working  papers  1 

A.  The  only  effect  I  could  believe  would  be  to 
cover  [1651]  up  the  fact  that  there  was  a  negative 
cash  shown  in  the  general  ledger. 

Q.  Now,  can  you  determine  from  Plaintiff's 
Exhibit  272  and  the  bank  statement  the  amount  of 
cash  on  hand  as  to  the  general  ledger  for  December 
31,  1949? 

A.  The  cash  on  hand  was  $1,727.22  on  Exhibit 
272. 

Q.  Now,  showing  you  Defendants'  Exhibit  A-36, 
which  Mrs.  Wilcox  identified  as  her  summary  for 
the  month  of  December,  1949,  can  you  determine 
from  A-36  the  actual  cash  on  hand  for  December 
31,  1949?  A.    Yes. 

Q.     And  what  is  that  figure  ? 

A.     $27,058.02. 

Q.  Now,  what  is  the  difference  between  the  ac- 
tual fip^'ure  which  vou  determined  for  cash  on  hand 
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as  of  December  31,  1949,  at  Alpine  Dairy,  and  the 

figure  shown  in  Exhibit  272,  the  general  ledger  ? 

A.     The  difference  is  $25,330.80. 

Q.  Now,  Mr.  Gorans,  what  is  the  effect  of  this 
difference  in  cash  on  hand  between  the  actual  fig- 
ures in  the  ledger  upon  the  income  of  Alpine  Dairy 
for  the  year  1949? 

A.  It  results  in  the  imderstatement  of  income 
in  the  amount  that  the  cash  is  understated. 

Mr.  Griffin:    It  is  recess  time.  [1652] 

Mr.  Brody:  Your  Honor,  this  would  be  an  ap- 
propriate time  before  embarking  on  the  next  sub- 
ject. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury. 

We  will  take  the  mid-afternoon  recess.  The  Court 
calls  your  attention  to  the  admonition  given  on 
similar  occasions  and  asks  that  you  heed  it  on  this 
occasion. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

(Whereupon,  at  2:47  o'clock  p.m.  recess  was 
had  in  the  within-entitled  and  numbered  cause 
until  3 :05  o'clock  p.m.  March  18,  1954,  at  which 
time,  counsel  and  defendants  heretofore  noted 
being  present,  the  following  proceedings  were 
had,  to-wit) : 

The  Court :    You  may  call  the  jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court:    You  may  be  seated. 
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It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom'? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Brody. 

Q.  (By  Mr.  Brody)  :  Now,  Mr.  Gorans,  showing 
you  Defendants'  [1653]  Exhibit  A-37,  which  Mrs. 
Wilcox  identified  as  her  report  of  Accounts  Re- 
ceivable for  the  month  of — for  December  31,  1949, 
have  you  examined  that  exhibit  f  A.     Yes. 

Q.  Can  you  state  the  amount  of  accounts  receiv- 
able as  shown  on  that  report  as  of  December  31, 
1949?  A.     The  amount  is  $359,943.74. 

Mr.  Moriarty:    I  didn't  get  it. 

Q.  (By  Mr.  Brody)  :  Will  you  repeat  the  fig- 
ure again,  please,  Mr.  Gorans? 

A.     $359,943.74. 

Q.  Now,  can  you  state,  by  reference  to  the  Al- 
pine Dairy  Ledger,  Exhibit  272,  what  figure  ap- 
pears there  as  the  accounts  receivable  for  Decem- 
ber 31,  1949?  A.     $349,588.76. 

Q.  Now,  Mr.  Gorans,  what  is  the  difference  be- 
tween the  amount  of  accounts  receivable  for  De- 
cember 31,  1949,  as  shown  on  Mrs.  Wilcox's  report, 
Exhibit  A-37  and  as  shown  in  the  general  ledger, 
Exhibit  272? 

A.     The  difference  of  $10,354.98. 

Q.  And  what  would  be  the  effect  of  this  differ- 
ence upon  the  1949  income  of  Alpine  Dairy? 

A.  It  results  in  an  understatement  of  income  in 
the  [1654]  amount  of  $10,354.98. 
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Q.  And  do  you  know  which  of  those  two  figures 
was  used  for  the  determination  of  income  tax  as 
reported  in  the  year  1949'? 

A.  The  amount  appearing  in  the  general  ledger, 
the  lesser  amount,  shows  on  the  income  tax  return. 

Q.  Now,  as  to  the  accounts  payable  of  Alj)ine 
Dairy,  did  you  make  a  reconciliation  of  accounts 
payable  as  of  the  year-end  December  31,  1949 '^ 

A.     Yes. 

Q.  And  what  was  the  result  of  that  reconcilia- 
tion? 

A.  I  found  that  the  general  ledger  balance  did 
not  agree  with  the  detail  of  accounts  payable. 

Q.     To  what  extent? 

A.  The  difference — the  general  ledger  was  in  ex- 
cess of  the  actual  liabilities  in  the  amount  of  $15,- 
507.86. 

Q.  Now,  what  was  the  effect  of  this  discrepancy 
that  you  found  on  your  examination  of  Alpine 
Dairy  for  1949? 

A.  It  would  result  in  an  understatement  of  in- 
come of  $15,507.86. 

Q.  Now,  referring  you,  Mr.  Gorans,  to  Defend- 
ants' Exhibit  A-36,  which  is  Mrs.  Wilcox's  year- 
end  summary,  as  of  December  31,  1949,  will  you 
state  what  her  figure  [1655]  shown  thereon  was 
for  wholesale  sales? 

A.  The  wholesale  sales  amounted  to  $234,379.50, 
for  the  month  of  December. 

Q.  Now,  referring  to  the  Alpine  Dairy  ledger, 
once  more,  will  you  state  what  figure  has  been  en- 
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tered  in  the  ledger  for  wholesale  sales  as  of  De- 
cember 31,  1949?  A.     $227,379.50. 

Q.  Will  you  state  the  difference  in  wholesale 
sales  as  they  appear  in  Mrs.  Wilcox's  summary,  Ex- 
hibit A-36  and  as  they  appear  in  Mr.  Taylor's 
ledger,  Exhibit  272  ? 

A.     There  is  a  difference  of  $7,000. 

Q.  And  is  the  figure  in  the  ledger  greater  or 
lesser  than  the  figure  in  the  monthly  summary  1 

A.  The  figure  in  the  ledger  is  $7,000  less  than 
the  amount  in  Mrs.  Wilcox's  summary. 

Q.  Now,  again  directing  your  attention  to  the 
summary,  Exhibit  A-36,  what  was  the  figure  shown 
by  Mrs.  Wilcox  as  her  collections  on  accounts  re- 
ceivable for  December  31,  1949'? 

A.     $194,432.82. 

Q.  What  was  the  figure  that  Mr.  Taylor  entered 
in  the  ledger  for  collections  on  accounts  receivable 
as  of  the  same  date? 

A.     $206,432.82.   [1656] 

Q.  What  is  the  difference,  Mr.  Gorans,  between 
the  figure  for  collections  on  accounts  receivable  as 
shown  in  Mrs.  Wilcox's  summary.  Exhibit  A-36, 
and  in  Mr.  Taylor's  ledger,  272? 

A.  The  figure  shown  in  the  ledger,  is  $12,000 
greater  than  the  amount  shown  on  Mrs.  Wilcox's 
summary. 

Q.  N'ow,  referring  again  to  Exhibit  A-36,  Mrs. 
Wilcox's  year-end  summary  for  1949,  what  was 
Mrs.  Wilcox's  figure  for  cash  receipts? 

A.     $322,678.78. 
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Q.  And  what  was  the  figure  that  appeared  in 
Mr,  Taylor's  ledger  for  cash  receipts  as  of  the  same 
date?  A.     $327,678.78. 

Q.  And  what  was  the  difference  between  the  fig- 
ures wiiich  appeared  in  Mrs.  Wilcox's  siunmary, 
Exhibit  A-36,  and  of  Mr.  Taylor's  ledger,  Exhibit 
272,  for  1949? 

A.  The  figure  used  by  Mr.  Taylor  in  the  general 
ledger  is  five  thousand  dollars  greater  than  the 
figure  appearing  on  Mrs.  Wilcox's  summary. 

Q.  Taking  into  consideration,  Mr.  Gorans,  the 
three  matters  on  which  I  have  just  examined,  the 
wholesale  sales,  collections  on  accounts  receivable, 
and  cash  receipts,  what  was  the  net  effect  of  those 
differences  between  Mrs.  Wilcox's  summary  report 
and  Mr.  Taylor's  ledger  upon  the  income  of  Alpine 
Dairy  for  1949?  [1657] 

A.  It  resulted  in  an  understatement  of  income 
in  the  amount  of  seven  thousand  dollars. 

Q.  Were  you  able  to  determine  whether  the 
figures  as  used  by  Mrs.  Wilcox  in  A-36  or  the 
figures  that  appeared  in  Mr.  Taylor's  ledger,  272, 
were  used  in  the  tax  return? 

A.  The  figures  appearing  in  the  ledger  were  used 
in  the  tax  return. 

Q.  Now,  assume,  Mr.  Gorans,  that  Mrs.  Wilcox's 
figures  for  wholesale  sales,  collections  on  accounts 
receivable,  and  cash  receipts  had  been  used  in  the 
general  ledger  for  December,  1949,  what  would  then 
have  been  the  general  entry,  ledger  entry,  for  cash 
on  hand? 
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A.  The  cash  on  hand  would  have  shown  a  nega- 
tive balance  of  $3,272.78. 

Q.  Now,  will  you  state  if  any  accounting  record 
other  than  the  ledger  sheets  alone  appear  in  Ex- 
hibit 272? 

A.  There  is  a  journal  in  which  the  figures  fur- 
nished by  Mrs.  Wilcox  were  entered  each  month, 
and  from  that,  posted  to  the  general  ledger.  That 
is  the  only  thing  that  appears  in  here  that  is  not 
ledger  sheets  or  not  as  a  part  of  the  general  ledger. 

Q.  Now,  in  whose  handwritings  do  those  entries 
appear  ? 

A.  They  appear  to  be  in  Mr.  Taylor's  hand- 
writing. [1658] 

Q.  Now,  I  will  show  you  Defendants'  Exhibit 
A-38  which  Mrs.  Wilcox  identified  as  her  summary 
for  the  month  of  December,  1949.  A.     1948. 

Mr.  Griffin:    1948,  isn't  iU 

Mr.  Brody:     That  is  correct,  1948. 

Q.  (By  Mr.  Brody)  :  Now,  what  was  the  figure 
shown  thereon  for  discounts?  A.     $376.66. 

Q.  Now,  is  there  any  figure  that  appears  in  the 
discount  column  that  you  cannot  identify? 

A.  There  is  an  amount  appearing  at  the  bottom 
of  the  summary  that  was  prepared  by  Mrs.  Wilcox, 
$5,400.44,  which  is  not  identified  on  this  siunmary 
report. 

Q.  Now,  will  you  turn  now  to  the  journal  which 
you  have  just  described  as  being  a  part  of  Exhibit 
272,  and  then  state  what  figures  for  discounts  of 
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Alpine  Dairy  appear  in  the  journal  for  December 

31,  1948? 

A,  There  are  two  figures  appearing  here  along- 
side the  description  "discounts".  One  amount  is 
$376.66  and  the  other  amount  is  $7,400.44. 

Q.  Now,  what  is  the  difference  between  the  fig- 
ures which  you  have  just  quoted  from  Mrs.  Wilcox's 
siunmary,  Exhibit  38,  and  the  figures  that  are  noted 
for  discounts  [1659]  in  Mr.  Taylor's  journal  for 
year  ending  1948? 

A.  Assuming  that  this  $5,400.44  appearing  on 
Mrs.  Wilcox's  summary  is  actually  discount,  then 
the  difference  is  $2,000.00  even  between  the  amount 
appearing  in  the  smnmary  and  the  amount  that  has 
been  recorded  in  the  journal. 

Q.  Now,  in  your  examination  of  the  tax  return 
of  Alpine  Dairy  for  the  year  1948,  could  you  de- 
termine whether  the  figures  in  Mrs.  Wilcox's  sum- 
mary or  the  figures  in  Mr.  Taylor's  journal  were 
used  as  the  basis  for  the  tax  return? 

A.  The  figures  in  the  journal  have  been  posted 
to  the  general  ledger  and  the  amounts  that  I  re- 
ferred to  as  discounts  have  been  posted  to  the  col- 
umn appearing  in  the  back  of  the  ledger  covering 
expenses  for  discounts  and  the  discount  figure  as 
showTL  here  has  been  used  on  the  tax  return. 

Q.  And  I  will  now  show  you  Defendants'  Ex- 
hibit A-39,  which  Mrs.  Wilcox  identified  as  her 
Summary  of  the  month  of  December,  1949. 

Now,   will  you  examine  that,   Mr.   Gorans,  and 
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determine  what  figures  Mrs.  Wilcox  showed  for  cash 

receipts,  niunber  31,  1947'? 

A.  Mrs.  Wilcox  shows  a  figure  of  $320,839.94  as 
cash  receipts.  [1660] 

Q.  Now,  turning  to  Mr.  Taylor's  journal,  which 
is  a  part  of  Exhibit  272,  what  figure  did  Mr.  Taylor 
show  in  his  journal  for  cash  receipts'? 

A.     A  figure  of  $334,839.94. 

Q.  Now,  what  is  the  difl:erence  between  the  fig- 
ures as  shown  in  Exhibit  A-39,  Mrs.  Wilcox's  sum- 
mary, and  272,  Mr.  Taylor's  journal,  for  cash  re- 
ceipts for  1947? 

A.  There  is  a  difference  of  fourteen  thousand 
dollars. 

Q.     And  which  is  the  greater  figure? 

A.  The  figure  recorded  in  the  journal  was  four- 
teen thousand  dollars  greater  than  the  amount  ap- 
I)earing  on  Mrs.  Wilcox's  summary. 

Q.  Now^,  will  you  examine  Exhibit  A-39,  Mrs. 
Wilcox's  summary,  and  determine  her  figures  for 
wliolesale   sales,   as  of  the  year-end   1947? 

A.  Mrs.  Wilcox  shows  a  figure  of  wholesale 
sales,  or  for  wholesale  sales,  of  $225,269.28. 

Q.  And  what  amount  does  Mr.  Taylor  show  in 
his  journa],  Exhibit  272,  for  wholesale  sales'? 

A^     He  shows  a  figure  of  $239,269.28. 

Q.  Is  Mr.  Taylor's  figure  more  or  less  than  Mrs. 
^yilcox's  figure  ? 

A.  His  figure  is  greater  than  Mrs.  Wilcox's 
[1661]  figure. 

Q.    And  how  much  greater  ?        A.  $14,000  greater. 
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Q.  Which  figures  were  used  in  the  preparation 
of  the  income  tax  return  for  Hans  Forster  for  the 
year  1947? 

A.  The  figures  as  recorded  here  in  the  journal 
was  posted  to  the  sales  account  in  the  general 
ledger,  and  the  sales  figure  appearing  in  the  gen- 
eral ledger  is  the  amount  that  appears  on  Mr. 
Taylor's  work  sheet  from  which  the  tax  return  was 
prepared. 

Q.  Now,  does  the  amount  in  the  general  ledger 
agree  in  each  case  for  cash  receipts  and  wholesale 
sales  with  the  amount  shown  in  Mr.  Taylor's  jour- 
nal ?  A.     Yes. 

Q.  Now,  referring  from  the  ledger,  Mr.  Gorans, 
to  the  tax  return 

Mr.  Moriarty:    What  exhibit? 

Mr.  Brody:     Plaintiff's  Exhibit  3. 

Mr.  Cox:     Which? 

Mr.  Brody:    Plaintiff's  Exhibit  3. 

Q.  (By  Mr.  Brody  continuing)  :  Will  you  first 
state  the  combined  retail  and  wholesale  sales  as 
stated  in  the  general  ledger  for  the  year-end  of 
1947?  [1662] 

A.  The  combined  retail  sales  and  wholesale  sales 
as  shown  in  the  general  ledger  amounted  to  $3,- 
688,286. 

Q.  Now,  what  was  the  combined  figure  for  retail 
and  wholesale  sales  which  was  included  in  the  tax 
return  ? 

A.     The  tax  return  shows  sales  of  $3,701,286. 

Q.    What  is  the  difference  between  the  figure  for 
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combined  wholesale  and  retail  sales  as  shown  in  the 
general  ledger  and  the  figures  shown  in  the  tax 
return,   Plaintiff's   Exhibit   3?  A.     $13,000. 

Q.     Now,  returning  to  the  figures 

Mr.  Keesling:  Is  that  thirteen  thousand  more 
or  less? 

The  Witness :  The  sales  figures  on  the  tax  return 
is  $13,000  greater  than  the  amount  appearing  in 
the  general  ledger. 

Q.  (By  Mr.  Brody  continuing)  :  Now,  referring 
l3ack  to  the  figures  contained  in  Mrs.  Wilcox's  re- 
port. Exhibit  A-39,  for  cash  receipts  and  wholesale 
sales  and  the  $14,000  difference  between  those  fig- 
ures and  the  figures  included  in  the  general  ledger, 
if  those  figures  in  the  general  ledger  had  been  used 
in  the  tax  return,  what  would  have  [1663]  been 
the  effect  of  the  difference  between  Mrs.  Wilcox's 
figures  and  Mr.  Taylor's  journal  figures  upon  the 
income  of  Alpine  Dairy  for  the  year  1947? 

A.  Well,  the  result  of  these  two  differences,  so 
far  as  sales  are  concerned,  is  that  the  sales  shown 
on  the  tax  return 

Q.  (Interposing)  Well,  I  asked  you  to  assume, 
Mr.  Gorans 

A.     (Interposing)     Yes? 

Q.    that    the    figures    used    in    the    general 

ledger  were,  in  fact,  used  on  the  tax  returns. 

Now,  if  that  were  the  case,  what  would  be  the 
effect  upon  income  of  Alpine  Dairy  for  the  year 
1947  of  the  difference  between  Mrs.  Wilcox's  figures 
and  Mr.  Taylor's  ledger  figures? 
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A.  If  Mrs.  Wilcox's  figures  had  been  used  the 
income  for  the  year  would  have  been  fourteen 
thousand  dollars  less  than  the  amount  actually 
recorded  in  the  general  ledger. 

Mr.  Cox:  The  question  was  if  Mr.  Taylor's  fig- 
ures was  used. 

Q.  (By  Mr.  Brody)  :  What  the  effect  on  the  in- 
come for  1947  of  Mr.  Taylor's  general  ledger  figures 
if  they  had  been  used  on  the  tax  return?  [1664] 

A.     I  am  not  sure  I  understand  your  question. 

Q.     Well,  I  want  to  make  it  clear,  Mr.  Gorans. 

Let  us  assume  that  instead  of  the  figures  actually 
reported  on  Plaintiff's  Exhibit  3,  there  had  ap- 
peared figures  directly  from  Mr.  Taylor's  ledger. 

Considering  the  fact  that  the  figures  in  Mr.  Tay- 
lor's ledger  were  $14,000  greater  than  Mrs.  Wilcox's 
figures,  what  would  have  been  the  effect  of  that 
difference  upon  the  income,  the  taxable  income,  of 
Alpine  Dairy  for  the  year  1947? 

A.  The  taxable  income  would  have  been  $27,000 
less  than  the  amount  actually  reported  on  the  re- 
turn. 

Q.  Now,  I  ask  that  question,  Mr.  Gorans,  with- 
out reference  to  any  discrepancy  that  exists  between 
the  general  ledger  figures  and  the  figures  on  the 
return. 

A.     If  the  general 

Q.  (Interposing)  I  ask  you  to  assume  that  the 
general  ledger  figures  had  been  used  on  the  return? 

A.  Well,  the  return — the  income  would  have 
been  overstated  $14,000. 
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Q.  Now,  referring  only  to  the  difference  between 
the  figures  used  in  the  general  ledger,  and  the 
figures  used  on  the  tax  return,  what  was  the  effect 
of  that  difference  upon  the  taxable  income  of  Alpine 
Dairy  for  the  year  1947?   [1665] 

A.     The  income  is  overstated  $13,000. 

Q.  Now,  considering  the  difference  between  Mrs. 
Wilcox's  figures  and  Mr.  Taylor's  ledger  figures, 
and  considering  also  the  difference  between  Mr. 
Taylor's  ledger  figures  and  the  figure  on  Mr.  Tay- 
lor's tax  return,  exhibit  P-3,  what  is  the  cumulative 
effect  of  those  differences,  or  the  effect  of  those 
differences  upon  the  income  of  Alpine  Dairy  as 
reported  for  the  year  1947? 

A.  The  income  is  overstated  in  the  amount  of 
$27,000. 

Q.  And  can  you  state  what  effect — what  conse- 
quences that  will  have  upon  the  income  tax  paid 
that  year  by  that  taxpayer? 

A.  It  would  increase  the  income  tax  substan- 
tially. 

Q.  Now,  have  you  examined  the  general  ledger 
of  Mr.  Taylor  for  December  31,  1948? 

A.     Yes. 

Q.  Is  the  general  ledger  in  balance  for  that 
date?  A.     No,  it  is  not. 

Q.     By  what  amount  is  it  out  of  balance? 

A.  It  is  out  of  balance  in  the  amount  of  $21,- 
568.97. 

Q.  Will  you  state,  Mr.  Gorans,  v/hat  the  sig- 
nificance of  the  balance  is  in  accounting? 
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A.  The  general  ledger,  in  double  entry  book- 
keeping, [1666]  consists  of  a  series  of  debits  and 
credits,  and  debits  either  represent  assets  or  their 
expense,  and  credits  either  liabilities  or  income  and 
a  general  ledger,  whenever  there  is  a  debit  entry 
posted  in  any  of  the  accounts,  there  has  to  be  cor- 
responding credit  entries,  either  one  or  more,  but 
they  have  to  equal  in  total  amounts  the  amount 
of  the  debit  entry.  AYhen  you  have  an  entry  re- 
corded on  one  side  or,  in  effect,  on  either  the  credit 
or  debit  side,  and  a  corresponding  entry  not  en- 
tered on  the  other  side  of  the  books,  it  is  considered 
as  being  out  of  balance. 

Q.  Now,  as  a  matter  of  accounting  principle, 
should  books  be  in  balance  for  any  year-end? 

A.     They  should  always  be  in  balance. 

Q.  And  what  does  it  indicate  to  you  if  you  find 
books  are  not  in  balance "? 

A.  That  entries  have  been  incorrectly  made  in 
the  general  ledger. 

Q.  Now,  when  you  found  that  the  general  ledger 
was,  in  fact,  out  of  balance  on  December  31,  1948, 
did  you  check  to  determine  why?  A.     Yes. 

Q.     And  what  did  you  find? 

A.  I  found  that  a  credit  had  been  made  to  the 
capital  account  of  Mr.  Forster  in  the  amount  of 
[1667]  $21,568.97. 

Q.  I  will  now  show  you  Plaintiff's  Exhibit  4, 
which  is  the  tax  return  of  Mr.  Forster  for  the  year 
1948.  Now,  would  you — have  you  checked  the  figures 
in  that  tax  return.  Plaintiff's  Exhibit  No.  4,  against 
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the  figures  in  the  general  ledger?  A.     Yes. 

Q.  And  what  did  you  find  when  you  made  that 
check  ? 

A.  I  find  there  is  an  item  of  bad  debts  on  the 
tax  return  in  the  amount  of  $16,568.97  that  does 
not  appear  in  the  general  ledger. 

Also,  on  the  balance  sheet  that  is  attached  to  the 
tax  return,  there  is  an  item  referred  to  as  notes 
receivable  in  the  amount  of  $5,000  which  is  not  in 
the  books. 

Q.  And  what  is  the  total  of  the  two  amounts 
which  you  found  on  the  tax  return  which  you  did 
not  find  in  the  general  ledger? 

A.     $21,568.97. 

Q.  And  was  that  the  amount  by  which  the  gen- 
eral ledger  was  out  of  balance?  A.    It  was. 

Q.  Now,  did  you  compare  the  capital  account  in 
the  balance  sheet  which  was  attached  to  the  tax 
return  [1668]  with  the  opening  entry  in  Exhibit 
272,  Alpine  Dairy  general  ledger  for  the  year  1949? 

A.    Yes. 

Q.  And  what  did  you  determine  by  that  com- 
parison ? 

A.  That  the  capital  account  as  shown  on  the  tax 
return  for  the  year  ending  December  31,  1948,  is 
$5,000  greater  than  the  amount  recorded  as  of  Janu- 
ary 1,  1949,  in  the  general  ledger  of  Alpine  Dairy. 

Q.  Now,  as  a  matter  of  accounting  principle, 
Mr.  Gorans,  ought  the  year-end  figures  of  any  busi- 
ness agree  with  the  opening  figures  for  the  next 
succeeding  year? 
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A.  Yes,  the  liability  account,  the  capital  ac- 
counts, should  agree.  The  year-end  figures  should 
agree  with  the  figures  used  at  the  beginning  of  the 
succeeding  year. 

Q.  Now,  as  a  general  accounting  principle,  how 
should  entries  be  made  in  the  general  ledger,  or 
what  identification  should  they  bear  in  the  general 
ledger  ? 

A.  Well,  whenever  an  entry  is  made  in  the  gen- 
eral ledger,  the  source  of  that  entry  should  be  noted 
in  the  general  ledger,  and  the  entry  should  bear 
a  date,  and  what  I  refer  to  as  the  source — I  mean, 
any  cash  disbursements,  books  and  sales  records 
and  cash  receipt  books  and  like  [1669]  subsidiary 
records.  Also,  when  you  have  a  journal  such  as  Mr. 
Taylor  has  here  in  the  front  of  the  records,  which 
is  a  necessary  set  of  records  to  accompany  any 
general  ledger,  whenever  an  entry  is  posted  from 
this  to  the  general  ledger,  the  reference  back  to 
the  journal  should  also  be  made  in  the  general 
ledger,  and  the  place  in  which  the  entry  is  shown 
in  the  journal  is  posted  in  the  general  ledger,  and 
should  also  be  indicated  on  the  journal  so  that 
you  get  a  cross-reference,  back  and  forth. 

Q.  Now,  referring  to  the  journal  and  ledger 
which  you  have  before  you.  Plaintiff's  Exhibit  272, 
were  those  rules  which  you  stated  followed  in  mak- 
ing entries  into  that  journal? 

A.  There  is  no  indication  that  they  were  fol- 
lowed. 

Q.     What  is  the  effect  of  the  failure  to  make 
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those  entries  so  far  as  interpretation  of  this  book 

is  concerned? 

A.  It  makes  it  impossible  to  identify  some  en- 
tries that  are  in  the  books.  You  haven't  any  idea 
where  they  come  from. 

Q.  Now,  so  far  as  posting  year-end  adjustments 
is  concerned  in  the  general  ledger,  will  you  state 
what  a  year-end  adjustment  is*? 

A.  A  year-end  adjustment  would  be  any  adjust- 
ment [1670]  made  after  the  entry  from  subsidiary 
records  for  the  month  of  December,  or  whenever  the 
year-end  would  be,  had  been  recorded  in  the  gen- 
eral ledger.  Usually  such  adjustments  consist  of  ac- 
crued taxes,  and  so  forth,  which  are  subject  to  in- 
dependent comjoutation  separate  from  any  of  the 
subsidiary  records. 

The  other  item  would  be  depreciation  Avhich  is 
computed  independently  from  any  of  the  subsidiary 
records.  Those  items  are  items  of  expense,  proper 
items  of  expense,  and  should  be  recorded  in  the 
general  ledger  at  either  December  31  or,  in  some 
companies,  it  is  recorded  every  month. 

Q.  Now,  were  the  year-end  adjustments  as  a 
matter  of  fact  posted  in  Plaintiff's  Exhibit  272,  Mr. 
Taylor's  Alpine  Dairy  ledger? 

A.     They  generally  were  not  posted. 

Q.  Nov^,  returning  from  Alpine  Dairy  to  Issa- 
quah  Creamery,  on  your  examination,  did  you  find 
any  indication  that  cash  on  hand  had  ever  been  re- 
conciled for  the  years  1945  through  1949? 

A.    No. 
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Mr.  Cox:    Objected  to  as  repetitious. 

The  Court:  It  was  covered  generally.  I  don't 
kno^Y  tliat  it  was  covered  to  any  specific  corpora- 
tion. 

Mr.  Brody:  Well,  there  the  question  has  been 
[1671]  answered,  your  Honor,  and  I  will  pursue 
that  no  further. 

Q.  (By  Mr.  Brody) :  Did  you  specifically,  Mr. 
Gorans,  reconcile  cash  on  hand  for  December  31, 
1949?  A.     Yes. 

Q.  And  what  was  your  determination  on  this 
reconciliation  ? 

A.  That  the  cash  on  hand,  as  shown  in  the  gen- 
eral ledger  was  actually  in  excess  of  the  physical 
cash  on  hand  at  December  31,  1949. 

Q.  Now,  I  hand  you  Plaintiff's  Exhibit  271, 
which  is  a  ledger  of  Issaquah  Creamery  covering 
the  year  1949.  Will  you  find  your  entry  for  cash 
on  hand  for  December  31,  1949,  in  Exhibit  271? 

A.     Yes. 

Q.     What  is  that  entry? 

A.  Well,  the — it  is  not  an  entry,  it  is  a  balance, 
and  the  balance  for  cash  on  hand  is  $28,745.46. 

Q.  And  on  your  reconciliation,  w^hat  do  you  find 
to  be  the  actual  amount  of  cash  on  hand  on  that 
date? 

A.  I  think  there  is  an  exhibit  in  evidence  that 
shows  exactly. 

Q.  I  will  show  you  Defendants'  Exhibit  A-41 
which  Miss  Krall  identified  as  her  record  for  cash 
for  [1672]  December,  1949.  What  do  you  determine 
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from  that  to  be  the  actual  amount  of  cash  on  hand, 

December  31,  1949? 

A.     The  actual  amount  of  cash  on  hand  was  $24,- 


Q.  What  is  the  difference  between  this  figure 
for  cash  on  hand  that  Miss  Krall  shows  in  Exhibit 
A-41  and  the  entry  as  shown  in  Mr.  Taylor's  ledger 
271?  A.     The  difference  is  $4,742.68. 

Q.  In  which  accounting  record  does  the  greater 
sum  appear?  A.     In  the  general  ledger. 

Q.  And  what  is  the  effect  of  the  inclusion  of 
this  greater  sum  in  the  general  ledger! 

A.  It  results  in  an  overstatement  of  income  by 
$4,742.68. 

Q.     For  what  accounting  period? 

A.  It  depends  upon  the  period  that  this  differ- 
ence has  accumulated  over.  It  could  affect  several 
years. 

Q.  Now,  did  you  reconcile  the  cash  in  bank  of 
the  Issaquah  Creamery?  A.     Yes. 

Q.  Well,  will  you  state  what  your  determination 
was? 

A.  We  found  that  the  general  ledger  was  under- 
stated in  the  amount  of  $4,497.41  at  April  30,  1950. 

Q„  And  what  would  be  the  effect  of  that  under- 
statement upon  the  income  of  Issaquah  Creamery? 

A.     Well,  it  would  result  in  an  understatement 
of  income  in  the  amount  that  the  bank  account  for 
the  general  ledger  is  understated. 
Now,  going 


X'" 


Mr.  Cox:    (Interposing)   We  move  to  strike  the 
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answer  as  going  to  a  period  not  within  the  period 

of  the  Indictment;  this  was  April  30,  1950. 

The  Court:  It  would  seem  inadmissible,  Mr. 
Brody. 

Mr.  Brody:  Well,  I  will  attempt  to  clarify  the 
situation. 

Q.  (By  Mr.  Brody)  :  Did  you  make  an  attempt 
to  reconcile  cash  in  bank  as  of  the  year-end  1949? 

A.  We  attempted  it,  but  in  view  of  the  fact  that 
man}'  of  the  checks  issued  had  never  been  recorded 
by  number  in  any  record,  it  was  an  impossible  thing 
to  undertake  in  that  you  could  never  be  sure  that 
you  had  all  of  the  outstanding  checks  or  you  had 
a  complete  record  of  the  checks  issued. 

Q.  Now,  vv^ere  you  aj^le  to  determine  any  sig- 
nificant differences  in  the  cash  in  bank  between 
the  year-end  1949  and  the  date  of  your  audit '? 

A.  No,  we  could  not  determine  any  significant 
difference  between  December  31,  1949,  and  April 
30,  1950. 

Q.  In  your  opinion,  based  upon  your  examina- 
tion, vvould  or  could  the  cash  in  bank  have  recon- 
ciled on  December  31,  1949? 

A.  Well,  there  was  no  indication  that  the  recon- 
ciliation had  ever  been  made,  and  I  doubt  very 
much  that  it  would  reconcile,  and  just  from  the 
basis  of  the  information  that  we  found,  it  had  been 
out  of  balance  for  a  considerable  period  of  time. 

Q.  In  your  opinion,  would  the  reconciliation  of 
cash  in  the  bank  on  December  31,  1949,  have  shown 
any  significant  diiference  of  the  figure  from  $4,- 
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497.41   which   you    determined    on   your   audit    of 

April  30,  1950? 

Mr.  Moriarty:  I  object  to  the  form  of  the  ques- 
tion. And  further,  it  is  repetitious  and  speculative. 

Mr.  Cox:    And  immaterial. 

Mr.  Brody:    It  is  a  matter  of  opinion. 

The  Court:  I  don't  see  how  it  can  be  at  all  ma- 
terial as  to  a  time  in  1950.  Now,  of  course,  his 
opinion  as  to  what  it  might  have  been  December 
31,  1949,  that  is  one  matter,  but  relating  it  to  a 
period  in  1950  I  just  don't  see  how  it  is  admissible. 

Mr.  Brody:  The  purpose  is  this,  your  Honor: 
[1675]  This  is  how  I  believe  it  becomes  admissible. 
The  witness  has  first  testified  that  it  was  out  of  bal- 
ance in  April,  1950;  that  he  made — attempted  to 
make  a  reconciliation  at  the  year-end  in  1949;  that 
he  could  not  do  this.  That,  however,  he  was  able 
to  determine,  as  a  matter  of  opinion — his  opinion — 
an  expert  opinion — that  the  accounts  would  not  re- 
concile at  the  year- end  and  further,  he  gives  it  as 
his  opinion  that  there  would  have  been  no  signi- 
ficant difference  in  the  amount  of  overbalance  De- 
cember 31,  1949,  and  the  figure  that  was  given  as 
the  1950  figure.  Admittedly,  this  is  reached  as  a 
matter  of  expert  opinion,  and  yet  the  witness  is 
an  expert,  and  he  is  able  to  use  his  1950  figure  to 
indicate  the  amount  out  of  balance  at  the  end  of 
July,  1950. 

The  Court:  I  understand  it  was  his  estimate  that 
it  would  have  been  out  of  balance  $4,497.41  as  of 
December  31,  1949. 
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Mr.  Brody:    Yes,  that  is  correct. 

Mr.  Cox:    That  is  immaterial,  also. 

The  Court:     It  is  his  opinion. 

Mr.  Moriarty :  The  Government  is  of  the  opinion 
it  is  pure  guess. 

The  Court:  That  can  be  broken  down  in  cross- 
examination.  He  is  an  expert,  and  his  opinion  may 
be  [1676]  received  and  given  such  weight  as  the 
jury  sees  fit  to  give  it,  but  it  is  purely  his  opinion. 

However,  I  think  you  have  to  put  the  question. 

Mr.  Brody:  I  will  restate  the  question,  your 
Honor. 

Q.  (By  Mr.  Brody) :  In  your  opinion,  Mr. 
Gorans,  based  upon  your  examination,  would  the 
amount 

The  Court:  (Interposing)  Ask  him  what  it 
Mould  be. 

Mr.  Brody:    Well 

The  Court:    Would  that  not  be  it? 

Q.  (By  Mr.  Brody)  :  Can  you  state  approxi- 
mately the  amount  in  which  cash  in  bank  would 
have  been  out  of  balance  December  31,  1949? 

Mr.  Moriarty:  I  think  we  should  first  find  out 
if  he  has  an  opinion  as  of  December  31,  1949. 

Mr.  Brody:    I  think  he  already  stated  that. 

Mr.  Moriarty:  He  found  there  were  a  lot  of 
checks  he  could  not  account  for. 

Mr.  Brody:  I  will  be  happy  to  oblige  Mr. 
Moriarty.  [1677] 

Q.     Do  you  have  an  opinion,  Mr.  Gorans,  as  to 
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whether  cash  in  bank  was  in  balance  December  31, 

1949,  or  not? 

A.  There  is  no  indication  that  it  could  have  been 
possibly  in  balance  at  that  time. 

Q.     Is  it  your  opinion  that  it  was  not? 

A.     It  is  my  opinion  it  was  not. 

Mr.  Cox:  Does  he  have  an  opinion  as  to  the 
amoimt  of  imbalance  December  31,  1949? 

Mr.  Brody:    I  adopt  the  question. 

The  Witness :  I  am  afraid  I  cannot  answer  that 
question. 

I  don't  know  what  you  mean  by  "imbalance". 

Mr.  Keesling:     You  mean  out  of  balance. 

Mr.  Brody:  I  will  take  care  of  the  questioning 
again. 

Q.  (By  Mr.  Brody) :  Now,  Mr.  Gorans,  is  it 
your  opinion  that  the  amount  by  which  cash  in 
bank  would  not  have  reconciled  on  December  31, 
1949,  would  have  been  significantly  different  from 
$4,497.41? 

Mr.  Cox:    I  object. 

Mr.  Moriarty:    I  object. 

The  Court:  The  Court  will  sustain  the  objec- 
tion. [1678] 

Q.  (By  Mr.  Brody)  :  Can  you  state  the  approxi- 
mate amount  by  which  you  believe  cash  in  bank 
would  have  been  out  of  balance  December  31,  1949? 

Mr.  Moriarty:    Same  objection. 

The  Court:     Objection  sustained. 

Mr.  Gorans,  have  you  an  opinion  as  an  expert 
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as  to  the  amount  the  cash  was  out  of  balance  De- 
cember 31,  1949? 

The  Witness:  All  I  can  say  is  I  am  sure  it  was 
out  of  balance,  but  I  couldn't  tell  you  the  amount. 

Mr.  Brody:    We  will  proceed  to  the  next  subject. 

Q.  (By  Mr.  Brody) :  Did  you  examine  the  ac- 
counts payable  of  the  Issaquah  Creamery  Com- 
pany, Mr.  Gorans?  A.     Yes. 

Q.     And  did  you  make  a  reconciliation? 

A.     Yes,  I  did. 

Q.     As  of  what  date? 

A.     As  of  December  31,  1949. 

Q.     What  was  your  finding? 

A.  I  found  that  the  general  ledger  balance  for 
accounts  payable,  December  31,  1949,  was  in  excess 
of  the  actual  liabilities  by  $56,504.85. 

Q.  Now,  what  would  be  the  effect  of  such  a  dif- 
ference betw^een  the  general  ledger  and  the  actual 
[1679]  accounts  payable  as  you  found  them  upon 
the  income  of  Issaquah  Creamery? 

A.  It  would  be  an  understatement  of  income  in 
the  amount  of  $56,504.85. 

Q.  Did  you  ask  Mr.  Erickson  if  the  accounts 
payable  had  ever  been  reconciled? 

A.     Yes,  I  did. 

Q.  And  did  he  thereafter  volunteer  to  you  any 
information  concerning  the  accounts  payable? 

Mr.  Moriarty:    Objected  to  as  hearsay. 

The  Court:     It  appears  to  be  inadmissible. 

Mr.  Brody:  Well,  your  Honor,  it  is  a  statement 
made  by  Mr.  Erickson,  one  of  the  defendants. 
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The  Court :  Yes,  but  this  is  not  the  Government's 
case. 

Mr,  Moriarty :    That  is  cross  examination. 

Q.  (By  Mr.  Brody)  :  Now,  in  your  examination, 
Mr.  Gorans,  did  you  attempt  to  reconcile  the  ac- 
count for  milk  drafts?  A.     Yes,  I  did. 

Q.     And  what  was  your  determination? 

A.  I  found  that  this  was  out  of  balance  by  $9,- 
212.28,  but  this  was  again  April  30,  1950. 

Mr.  Brody:  The  answer  will  be  stricken  then 
again,  your  Honor.  [1680] 

The  Court:  The  answer  may  be  stricken  and 
the  Jury  will  disregard  the  last  answer. 

Q.  (By  Mr.  Brody)  :  Now,  with  regard  to  books 
and  records  of  Alpine  Ice  Cream  Company,  Mr. 
Gorans,  have  you  examined  Defendants'  Exhibit 
No.  A-40,  which  Mrs.  Wilcox  stated  were  her  cash 
records  of  Alpine  Ice  Cream  Company  for  the 
month  of  October,  November  and  December,  1949? 

A.     I  have. 

Q.  And  have  you  had  made  available  to  you  her 
summary  report  for  Alpine  Ice  Cream  Company 
for  those  months?  A.     No. 

Q.  Have  you  made  an  effort  to  locate  such  re- 
ports? A.    Yes,  I  have. 

Q.  Did  you  succeed  in  locating  any  of  them  for 
the  year  1949? 

A.  I  found  the  report  for  the  month  of  July, 
1949,  but  that  is  the  only  one. 

Q.     Now,  are  you  able  to  determine  from  that  re- 
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port,  Exhibit  A-40,  the  amount  of  cash  on  hand  on 

December  31,  1949? 

A.     Using  this  report,  and  the  bank  statement. 

The  Court:    Is  this  admitted? 

Mr.  Brody:  Yes,  your  Honor,  this  is  A-40,  [1681] 
your  Honor. 

The  Clerk :  Defendants'  Exhibit  No.  A-47  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-47  marked  for 
identification.) 

Q.  (By  Mr.  Brody) :  Now,  showing  you  what  has 
l)een  marked  as  Defendants'  Exhibit  No.  A-47,  Mr. 
Gorans,  can  you  identify  that? 

A.  These  are  bank  statements  for  Alpine  Ice 
Cream  Company,  Incorporated,  covering  an  account 
with  Peoples  National  Bank  of  Washington,  Main 
Office,  for  January,  1950,  November,  August,  July 
and  June  of  1949. 

Q.  Can  you  state  when  you  first  saw  Defend- 
ants' Exhibit  for  identification  A-47? 

A.  When  we  commenced  our  work  on  Forster's 
Companies  in  1950. 

Q.  And  did  you  use  A-47  for  identification  in 
the  course  of  your  audit?  A.     Yes,  we  did. 

Mr.  Brody:  I  will  now  offer  A-47  for  identifica- 
tion. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Moriarty:  We  have  no  objection  as  to  [1682] 
identification,  but  the  document  seems  to  be  incom- 
plete. It  has  several  months  in  that  year  missing. 

Mr.  Griffin:     We  are  not  offering  those. 
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Mr.  Keesling:    I  have  no  objection. 

Mr.  Cox:    May  I  ask  the  witness  some  questions? 

The  Court:    You  may. 

Mr.  Cox:  Did  you  attempt  to  discover  the  bank 
statements  for  the  months  that  are  missing? 

The  Witness:     Yes. 

Mr.  Cox:     And  they  are  not  available? 

The  Witness:    And  they  are  not  available. 

Mr.  Cox:  I  notice  these  bank  statements  at  the 
end  of  each  month  again  have  some  handwritten 
figures  in  x>en  and  ink. 

The  Witness:    Yes. 

Mr.  Cox:  Are  those  again  figures  on  the  state- 
ments when  you  received  them? 

The  Witness:    They  were. 

Mr.  Cox:  And  you  were  advised  they  were  in 
the  handwriting  of  Mr.  Erickson? 

Mr.  Keesling:  I  will  object  to  anything  he  was 
advised. 

Mr.  Cox:     I  will  ask  him  this  question. 

Did  you  compare  the  figures  in  pen  and  ink  on 
the  bank  statements  with  the  month-end  figures  for 
the  corresponding  periods  in  any  of  the  records 
kept  by  Mr.  [1683]  Erickson? 

Mr.  Brody:  I  will  object.  That  doesn't  go  to 
identification,  some  question  contained  therein. 

The  Court:     Ask  if  he  knows  what  those  are. 

Mr.  Cox:    Do  you  know  what  these  figures  are? 

The  Witness:  I  think  they  are  just  totals  of 
figures  appearing  on  the  statements  themselves. 
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Mr.  Cox:  That  is,  they  are  totals  derived  from 
the  statements? 

The  Witness:    That  is  right. 

Mr.  Brody:  I  might  ask  further. 

Q.  (By  Mr.  Brody) :  Mr.  Gorans,  does  your 
testimony  concerning  these  bank  statements  refer  to 
anything  but  the  printed  figures  thereon? 

A.     No,  only  the  printed  figures. 

Q.  Will  it  refer  to  any  pencil  or  pen  and  ink 
figures  added  thereon?  A.     No. 

Mr.  Brody:  We  will  offer  it  only  for  the  typed 
matter  on  them,  your  Honor. 

Mr.  Cox:  We  object  on  the  same  grounds  pre- 
viously stated,  irrelevant  and  immaterial.  So  far  as 
we  are  concerned,  the  Government  has  relied  on 
nothing  in  its  case  with  respect  to  the  Alpine  Ice 
Cream  Company  other  [1684]  than  the  proof  of 
investment  for  purpose  of  computation  of  net  worth. 

Therefore,  it  appears  to  us  that  this  and  any 
other  testimony  by  the  witness  with  respect  to  the 
accounting  record  of  Alpine  Ice  Cream  Company  is 
irrelevant. 

Mr.  Brody:  I  believe  this  is  the  same  objection, 
your  Honor,  raised  previously. 

Mr.  Cox:     Yes,  it  is. 

The  Court:  Have  you  any  objection  to  the  fig- 
ures in  general? 

Mr.  Cox:  Yes,  we  also  object  to  the  figures  in 
January,  1950,  respectively,  that  apply  to  the  bank- 
ing transactions  in  1950.  I  don't  know  whether  that 
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statement  simply  reflects  December  or  not. 

The  Court:  I  don't  know  what  it  purports  to 
cover.  If  it  covers  transactions  for — within  the 
period  of  the  indictment,  I  would  admit  them. 

Mr.  Brody:    Well,  your  Honor 

The  Court:  (Interposing)  Or,  if  it  is  not  and 
just  for  the  balance  at  the  beginning  of  the  state- 
ment  

Mr.  Brody:  (Interposing)  If  I  am  correct  in 
recalling  the  indictment,  the  indictment  refers  to 
the  filing  of  tax  returns  in  1950.  Now [1685] 

The  Court:  (Interposing)  Do  these  affect  the 
year^ 

Mr.  Brody:  My  only  purpose  in  using  these 
statements  are  to  show  transactions  which  occurred 
in  the  ending  of  1949,  and  if  there  is  any  objection 
for  1950,  we  will  offer  through  December  31,  1949. 

The  Court:  You  are  offering  them  for  the  tran- 
sactions ^ 

Mr.  Brody:    For  the  year  1949. 

The  Court :    For  the  year  1949. 

The  Court  will  overrule  the  objection,  the  general 
objection  heretofore  made. 

Mr.  Cox:    Yes. 

The  Court:  And  I  take  it  there  is  no  special 
objection  other  than  that? 

Mr.  Cox :    No,  your  Honor. 

(Defendants'  Exhibit  No.  A-47  admitted  in 
evidence.) 

The  Court:  So  long  as  it  is  related  to  the  year 
1949. 
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Mr.  Cox:  I  think  the  additional  objection  that 
X)erhaps  appeared  in  a  number  of  our  other  objec- 
tions is  that  again  this  is  not  going  into  matters 
which  we  regard  as  a  proper  defense  to  the  Gov- 
ernment's case,  but  going  again  into  the  financial 
affairs  of  a  separate  corporation  [1686]  whose  sin- 
gle tax  returns  are  not  here  in  question. 

The  Court:  I  don't  recall.  This  company  was 
owned  by  Mr.  Forster? 

Mr.  Brody:    Wholly  owned. 

The  Court:    Wholly  owned? 

Mr.  Brody:    Correct. 

Mr.  Cox:  But  it  is  a  corporation  and  not  an  in- 
dividual proprietorship,  and  not  on  the  income  tax 
of  Mr.  Forster  for  1949. 

The  Court:    Objection  overruled. 

Q.  (By  Mr.  Brody)  :  Now,  Mr.  Gorans,  using 
A-40  and  A-47,  can  you  determine  the  cash  actually 
on  hand  as  of  December  31,  1949?  A.    Yes. 

Q.    Would  you  state  that  amount? 

A.     Cash  actually  on  hand  was  $1,978.75. 

Q.  Now,  I  will  show  you  Plaintiff's  Exhibit  276 
which  are  the  general  ledger  sheets  of  Alpine  Ice 
Cream  Company  for  the  year  1949. 

Will  you  state  the  figure  for  cash  on  hand  shown 
on  December  31,  1949,  in  Exhibit  276? 

A.     There  is  a  negative  balance  here  of  $1,817.89. 

Q.  Now,  what  is  the  difference  between  the  ac- 
tual figure  for  cash  on  hand  of  Alpine  Ice  Cream 
Company,  [1687]  December  31,  1949,  which  you 
have  determined  from  Mrs.  Wilcox's  cash  records, 
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and  the  bank  statements  and  the  figures  contained 

in  Mr.  Taylor's  ledger? 

A.     There  is  a  difference  of  $3,796.64. 

Q.     Which  is  the  greater  amount? 

A.  The  amount  appearing  on  the  office  cash 
isheets. 

Q.  And  what  is  the  effect  on  income  of  the  dif- 
ference between  the  figures  shown  in  the  general 
ledger  and  the  actual  figure  as  determined  by  you? 

A.  It  results  in  an  understatement  of  income  in 
the  amount  of  $379— $3,796.64. 

Mr.  Brody:  Your  Honor,  I  believe  it  is  slightly 
past  four  o'clock. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  recess  for  the  day,  and  the  Court 
calls  your  attention  to  the  admonition  given  you  on 
these  occasions  and  asks  that  you  heed  those  pre- 
cautionary remarks  on  this  occasion.  You  may  now 
be  excused  imtil  tomorrow  morning  at  ten  o'clock. 

Mrs.  Davis,  I  understood  that  you  were  not  feel- 
ing too  well.    Is  that  right? 

A  Juror:    I  think  I  will  be  all  right. 

The  Court :  We  hope  you  will  be  on  hand  tomor- 
row morning.  [1688] 

A  Juror:     Thank  you. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

The  Court:    You  have  a  matter,  Mr.  Cox? 

Mr.  Cox:  Yes,  if  the  Court  please,  I  wonder  if 
Mr.  Bell  could  make  available  in  the  Clerk's  office 
for  the  balance  of  the  afternoon  and  before  Court 
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opens  in  the  morning,  Defendants'  Exhibits  A-33 
through  A-46  and  Plaintiff's  Exhibits  271,  272,  and 
276,  so  that  we  can  examine  them  in  preparation  for 
cross-examination  ? 

The  Court:  As  far  as  I  am  concerned,  that  is 
agreeable.   Is  there  any  objection  to  that? 

Mr.  Brody:    No  objection. 

The  Court:  We  have  some  matters  here  right 
after  now,  but  it  will  just  be  a  short  time. 

Mr.  Cox :    We  will  wait  on  them. 

The  Court:  This  trial  will  be  recessed  until  to- 
morrow morning  at  ten  o'clock.  Court  will  remain 
in  session. 

(Whereupon,  at  4:04  o'clock  p.m.,  March  18, 
1954,  a  recess  was  had  in  the  within-entitled 
and  numbered  cause  until  10:00  o'clock  a.m. 
March  19,  1954.)  [1689] 

The  Court:  I  understand  that  Mr.  Erickson  was 
held  up  on  account  of  the  bridge. 

Mr.  Keesling:  The  bridge  was  held  up  and  they 
couldn't  cross  it,  and  I  told  him  to  make  allow- 
ances so  that  he  could  go  around  hereafter. 

The  Court:    You  may  call  the  Jury. 

I  notice  Mr.  Holtberg  has  been  sitting  at  the 
table  here.  Do  Counsel  have  any  objection*?  It  was 
raised  once. 

Mr.  Griffin:    I  think  not. 

Mr.  Moriarty:    Mr.  Keesling  might  have. 

Mr.  Keesling:    The  Jury  has  been  instructed. 

The  Court:    If  you  haven't  any  objection,  we  will 
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just  continue,  but  if  you  have,  I  assume  you  will 
raise  it. 

(Whereupon,  the  Jury  returned  to  the  court- 
room.) 

The  Court:  You  may  be  seated.  It  is  stipulated 
that  the  Jury  and  all  defendants  are  present  in  the 
courtroom  ? 

Mr.  Moriarty:    Yes,  your  Honor. 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Brody:    Yes,  your  Honor. 

The  Court:     You  may  proceed.  [1694] 

Mr.  Brody:  Your  Honor,  at  this  time,  I  will 
offer  Plaintiff's  Exhibit  for  Identification  15  which 
is  the  corporation  tax  return  for  the  year  1949  of 
Alpine  Ice  Cream,  not  heretofore  admitted,  but 
previously  identified. 

Mr.  Moriarty:    What  is  the  number! 

Mr.  Brody:  Plaintiff's  Exhibit  for  Identification 
15,  Aljoine  Ice  Cream  Company  tax  return  for  the 
year  1949. 

Mr.  Cox:  We  would  object  to  it,  if  the  Court 
please,  on  the  grounds  it  is  irrelevant  and  immate- 
rial, and  not  related  to  a  corporation  in  the  Indict- 
ment, and  not  related  to  the  income  of  Mr.  Forster. 

The  Court:  There  is  evidence  in  here  as  to  Al- 
pine Ice  Cream  apart  from  evidence  of  coming  in 
the  Defendant  Forster's  case? 

Mr.  Brody:  Yes,  and  the  Prosecution  has  put  in 
the  ledger,  Plaintiff's  Exhibit  276  of  Alpine  Ice 
Cream  Company. 
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]\Ir.  Cox:  From  wliicli  one  of  the  witnesses? — I 
believe  Mr.  Marx  testified  to  the  inyestment  figures 
used  in  the  net  worth  calculation,  if  my  recollection 
is  correct. 

Mr.  Patten:  That  was  the  purpose  of  the  two 
exhibits  offered  by  the  Government,  to  establish  net 
worth  [1695]  computation. 

The  Court:  And  the  items,  of  course,  included 
in  the  net  worth  computation. 

Mr.  Patten:    Yes,  your  Honor. 

Mr.  Brody:    Yes,  your  Honor. 

Mr.  Cox :    The  items  of  investment. 

Mr.  Patten:    And  certain  loans. 

Mr.  Cox:    Yes,  that  is  correct. 

The  Court:  Is  there  evidence  that  this  was 
wholly  owned  stock,  or  substantially  so? 

Mr.  Brody:    I  believe  it  was  wholly  owned. 

The  Court:  I  believe  it  was  so  showed  by  coun- 
sel. 

Mr.  Cox:    It  was  a  corporation. 

Mr.  Brody:  That  Hans  Forster  was  the  sole 
shareholder. 

The  Court :    Other  than  qualifying  shares. 

Mr.  Brody:    That  is  correct,  your  Honor. 

The  Court:  The  Court  would  overrule  the  ob- 
jection.  The  Government  has  no  objection. 

There  was  no  offer  of  the  Government,  was  there  ? 

(Plaintiff's  Exhibit  No.  15  admitted  in  evi- 
dence.) 

(Whereupon,    witness    Gorans   resumed    the 
witness  stand.)   [1696] 
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Q.  (By  Mr.  Brody)  :  Mr.  Gorans,  I  will  show 
you  Plaintiff's  Exhibit  276,  ledger  sheets  of  Alpine 
Ice  Cream  Company. 

Did  you,  in  the  course  of  your  examination,  take 
a  trial  balance  from  the  ledger  of  Alpine  Ice  Cream 
Company  on  December  31,  1949?  A.     I  did. 

Q.  Was  the  general  ledger  in  balance  as  of  that 
date*?  A.     No,  it  wasn't. 

Q.     How  much  was  it  out  of  balance? 

A.     $27,000. 

Q.  I  now  hand  you  Plaintiff's  Exhibit  15,  the 
tax  return  of  Alpine  Ice  Cream  Company  for  the 
year  1949. 

Now,  would  the  negative  cash  balance  of  one 
thousand  eight  hundred  seventeen  dollars  and 
eighty-nine  cents,  which  appears  on  Exhibit  276, 
as  cash  on  hand  of  Alpine  Ice  Cream  Company  on 
December  31,  1949 — would  that  figure  appear  in  the 
tax  return?  A.     No,  it  does  not. 

Q.  Are  you  able  to  determine  from  an  examina- 
tion of  the  tax  return  what  figure  was  used  as  cash 
on  hand  in  the  tax  return.  Plaintiff's  Exhibit  15? 

A.  Referring  to  the  general  ledger,  in  the 
amount  showing  the  cash  in  the  bank  and  cash  on 
hand,  I  think  I  [1697]  can. 

Mr.  Keesling:  If  the  Court  please,  we  cannot 
hear  the  witness. 

Mr.  Brody:     Raise  your  voice. 

A.  (Continuing)  Referring  to  the  general 
ledger,  accounts  on  hand,  and  cash  in  the  bank,  I 
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think  I  can  determine  how  mnch  is  shown  in  the 

tax  retnrn. 

Q.  (By  Mr.  Brody) :  Will  you  make  that  de- 
termination, please  1 

The  Court:    You  are  referring  to  an  exhibit? 

The  Witness:    Yes. 

The  Court:    What  is  the  number  there? 

The  Witness:    Plaintiff's  Exhibit  276. 

(Whereupon,  there  was  a  brief  pause.) 

A.  The  amount  shown  on  the  tax  return  for  cash 
is  $33,778.99 ;  the  amount  shown  as  cash  in  the  bank 
in  the  general  ledger,  $33,596.88.  There  is  a  differ- 
ence there  of  $182.11,  which  we  would  assume  must 
be  cash  on  hand. 

Q.  Now,  is  that  $182.11  for  cash  on  hand,  as 
used  in  the  tax  return,  is  that  a  positive  or  a  nega- 
tive figure?  A.     It  is  a  positive  figure. 

Q.  Now,  what  is  the  difference  between  the  neg- 
ative cash  figure  which  appears  on  Mr.  Taylor's 
ledger,  [1698]  Plaintiff's  Exhibit  276,  and  the  posi- 
tive figure  which  was  used  in  the  income  tax  return 
for  cash  on  hand? 

A.     The  difference  is  exactly  $2,000. 

Q.  Now,  referring  to  Plaintiff's  Exhibit  276,  Mr. 
Gorans,  will  you  state  of  what  kind  of  sheets  that 
consists  ? 

A.  The  general  ledger  sheets  for  Alpine  Ice 
Cream  Company.  In  addition,  there  are  two  sheets 
in  the  back  that  cover  a  journal  kept  by  Mr.  Taylor 
similar  to  the  journal  that  is  kept  for  Alpine  Dairy. 
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Q.  And  what  was  the  purpose  of  those  journal 
sheets,  Mr.  Gorans'? 

A.  The  purpose  of  them  was  to  record  the  sum- 
mary information  from  the  records  prepared  by 
Mrs.  Wilcox. 

They  are  first  entered  in  this  journal,  and  then 
from  the  journal  recorded  in  the  general  ledger. 

Q.  Now,  referring  you  to  the  journal  sheets  in 
Mr.  Taylor's  journal,  and  ledger.  Plaintiff's  Ex- 
hibit 276,  have  you  examined  the  journal  entry  for 
cash  receipts  as  of  December  31,  1949? 

A.    Yes. 

Q.     And  what  entries  have  you  foimd  there? 

A.  There  are  two  amounts  appearing  here;  one 
amount  of  $2,000  and  another  amount  of  $18,530.86. 

Q.  Now,  have  you  examined  the  entry  in  Mr. 
Taylor's  ledger,  the  ledger  portion  of  276,  for  cash 
receipts  for  December  31,  1949  ?  A.    Yes. 

Q.  And  were  both  of  the  figures  which  you  have 
just  cited,  included  there  ?  A.    No. 

Q.  Was  either  of  them  included  in  the  general 
ledger?  A.    Yes,  one  figure  was. 

Q.     Which  figure  was  that? 

A.     The  $18,530.86. 

Q.  Now,  will  you  please  examine  in  the  journal 
portion  of  Plaintiff's  Exhibit  276  the  entry  for  sales 
on  December  31,  1949? 

Will  you  state  what  appears  there? 

A.  There  appears  an  amount  of  $18,277.36, 
which  has  been  changed  to  read  $20,277,36. 

Q.     Now,  turning  to  Mr.  Taylor's  ledger  portion 
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of  Plaintiff's  Exliibit  276,  will  you  tell  us  what  fig- 
ure is  recorded  as  sales  in  that  general  ledger  por- 
tion on  December  31,  1949  ? 

A.  $20,277.36.  Here,  again,  it  appears  that  the 
eighteen  [1700]  thousand  dollar  figure  has  been 
changed  to  twenty  thousand. 

Q.  Now,  would  the  difference  of  two  thousand 
dollars  between  the  figures  in  Mr.  Taylor's  journal 
for  cash  receipts  and  the  figures  in  Mr.  Taylor's 
ledger  for  cash  receipts  of  Alpine  Ice  Cream  Com- 
pany on  December  31,  1949,  account  for  a  portion  of 
the  amount  by  which  the  ledger  was  out  of  balance  ? 

A.    Yes,  it  would. 

Q.  For  what  portion  of  the  amount  would  it 
account  for? 

A.  It  would  account  for  two  thousand  dollars 
of  it. 

Q.  And  what  portion  of  the  amount  out  of  bal- 
ance would  then  be  unaccounted  for? 

A.     It  would  be  $25,000. 

Mr.  Brody :    Would  you  mark  this,  please  ? 

The  Court:  Defendants'  Exhibit  No.  A-48 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-48  marked  for 
identification.) 

Q.  (By  Mr.  Brody) :  Now,  Mr.  Gorans,  hand- 
ing you  what  has  been  marked  for  identification  as 
Defendants'  Exhibit  No.  A-48,  will  you  examine  it 
and  see  if  you  can  identify  it?  [1701] 

A.     This  is  Mr.  Taylor's  work  papers  for  Alpine 
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Ice    Cream    Company,    covering   the   period   from 

June  1,  1949  through  December  31,  1949. 

Q.     June  1,  is  that  the  initial  date  ? 

A.    Yes. 

Q.    Now 

A,   (Interposing)  There  are  some  May  figures  ap- 
pearing in  here  also. 

Q.     Will  you  state  what  type  of  May  figures  ap- 
pear? 

A.     There  is  a  profit  and   loss   statement  here, 
which  says  May,  1949. 

Q.     Now,  is  there  anything  in  that  file  in  addition 
to  work  sheets'? 

A.     There    are    some   typed   statements    in   here 
also;  copies  of  typed  statements. 

Q.     And    have    you    examined    the    typewriting 
which  appears  on  the  work  papers?  A.     Yes. 

Q.     Can  you  identify  it? 

A.     It  appears  to  be  Mr.  Taylor's  handwriting. 

Q.     And  when  did  you  first  see  those  work  pa- 
pers? 

A.     When  we  first  went  out  to  Issaquah  Cream- 
ery Company  to  start  our  work  back  in  1950. 

Mr.   Brody:     I   will   offer   Defendants'   Exhibit 
A-48.  [1702] 

Mr.  Patten:    No  objection,  your  Honor. 

(Whereupon,  there  was  a  brief  pause.) 

The  Court:    Can  you  proceed,  Mr.  Brody,  while 
counsel  is  examining? 

Mr.  Brody:     The  remainder  of  my  examination, 
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your  Honor,  concerning  this  company  concerns  this 

document. 

Mr.  Cox:     Could  I  inquire  of  the  witness? 

The  Court:    Yes. 

Mr.  Cox:  Mr.  Gorans,  this  file  contains  also  cer- 
tain work  papers  and  other  papers  relating  to  Arc- 
tic Gardens,  whose  name  was  changed  to  Alpine  Ice 
Cream  Company,  is  that  correct? 

The  Witness:  As  I  recall,  there  are  some  sched- 
ules in  there  that  include  both  Arctic  Gardens  and 
Arctic  Ice  Cream. 

Mr.  Cox:  And  there  are  some  things  from  the 
bank  relative  to  Arctic  Gardens? 

The  Witness:    I  don't  recall. 

Mr.  Cox:  You  perhaps  can  tell  the  Jury  what 
it  is.  I  don't  know.   Some  kind  of  advice. 

The  Witness:  It  is  a  statement  from  Peoples 
National  Bank  advising  Arctic  Gardens  that  they 
owe  $50  in  interest. 

Mr.  Cox:  That  apparently  refers  to  Arctic  Gar- 
dens, [1703]  in  the  period  prior  to  the  change  of 
name. 

The  Witness:  No,  this  says  for  June  30,  1949, 
and  the  name  was  changed,  I  think,  effective  some- 
time in  May. 

Mr.  Cox:    In  May? 

The  Witness:    1949. 

Mr.  Brody:  Our  purpose  is  to  present  the  com- 
plete file,  Mr.  Cox.  If  you  have  any  objection  to 
that,  we  can  withdraw  it. 
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Mr.  Cox :  You  first  stated  you  saw  this  in  May, 
1950? 

The  Witness:    Yes. 

Mr.  Cox:  Did  you  take  possession  of  it  at  that 
time? 

The  Witness:  It  was  in  our  possession.  I  didn't 
physically  take  it  into  my  possession. 

Mr.  Cox:  Was  this  among  the  iDapers  later 
brought  into  this  office  rented  in  the  1411  4th  Ave- 
nue Building? 

The  Witness:    Yes. 

Mr.  Cox:  Was  this  among  the  papers  turned 
over  by  Touche,  Niven,  Bailey  and  Smart  to  Mr. 
Marx  and  Mr.  Eppler  in  December,  1950  ? 

The  Witness:  I  doubt  it,  because  there  was  a 
very  limited  number  of  papers  in  our  possession 
turned  over  to  Mr.  Eppler  and  Mr.  Marx. 

Mr.  Cox:  We  would  have  the  same  double  ob- 
jection [1704]  to  this,  if  your  Honor  please,  namely 
that  it  is  irrelevant  and  immaterial,  and  also  that 
it  was  acquired  in  such  a  manner  as  to  violate  Mr. 
Taylor's  privilege  thereto  because  of  Mr.  Kach- 
lein's  double  representation. 

Mr.  Brody :  I  move  to  strike  the  gratuitous  re- 
marks in  addition  to  the  objection  concerning  Mr. 
Kachlein. 

The  Court :  The  Court  will  instruct  the  Jury 
that  remarks  bv  Counpol  are  not  to  be  considered 
in  anv  manner  ns  evidence,  and  those  statements 
pipTT  or  m.'^v  not  bo  triie,  but  unless  they  are  estab- 
lipho^l    bv   o-'Vipr^^p    '^-if-rf    fr-'^m   the    statenif^nt    of 
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counsel,  they  are  not  to  be  considered  by  tlie  Jury, 
whatsoever.   They  are  matters  stated  for  the  benefit 
of  the  Court  in  the  ruling  upon  evidence. 

The  Court:  The  Court  will  overrule  the  objec- 
tion.  The  exhibit  may  be  admitted. 

(Defendants'  Exhibit  No.  A-48  admitted  in 
evidence.) 

Q.  (By  Mr.  Brody)  :  Mr.  Gorans,  handing  you 
what  has  now  been  admitted  as  Defendants'  Ex- 
hibit A-48,  are  there  any  figures  contained  in  De- 
fendants' Exhibit  A-48  which  would 

Mr,  Brody:  Let  me  strike  that,  and  renew  my 
question.  [1705] 

Q.  (By  Mr.  Brody) :  Do  you  have  before  you 
Exhibit  276,  the  general  ledger  of  Alpine  Ice  Cream 
Company  for  the  year  1949  *?  A.     Yes,  I  do. 

Q.  Now,  will  you  state  what  the  sales  figure  is 
which  occurs  in  the  general  ledger.  Exhibit  276,  for 
the  month  of  May,  1949? 

A.     Sales  figure  is  $52,732.62. 

The  Court :    Would  you  repeat  that,  Mr.  Gorans  ? 

The  Witness:    $52,732.62. 

Q.  (By  Mr.  Brody) :  Now,  does  Exhibit  A-48 
contain  a  statement  for  the  month  of  May,  1949? 

A.    Yes. 

Q.  And  what  figure  is  recorded  for  sales  for 
May,  1949,  on  that  statement? 

A.     $27,736— it  could  be  a  ' '2"— $736.62. 

Q.  Now,  can  you  calculate  for  us  the  difference 
between  the  sales  figure  for  Alpine  Ice  Cream  Com- 
panv  for  Mav,   1949.   the   difference  between   that 
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figure  appearing  in  Mr.  Taylor's  ledger  and  the 

entry  for  sales  appearing  in  his  statement? 

A.  Well,  this  figure  appearing  here  on  the  state- 
ment is  $27,732.62  and  in  the  general  ledger,  it 
is  [1706]  $52,732.62;  there  would  be  a  difference 
there  of  $25,000. 

Q.  And  which  accounting  record  contains  the 
greater  sum? 

A.     The  general  ledger. 

Mr.  Keesling:    We  can't  hear  the  witness. 

The  Witness:  The  general  ledger  contains  the 
greater  amount. 

Q.  (By  Mr.  Brody)  :  Now,  is  the  general  ledger 
in  balance  for  the  month  of  May,  19491 

A.  I  didn't  attempt  to  take  off  a  trial  balance 
as  of  May  31,  so  that  I  don't  know  whether  it  is  in 
balance  or  not. 

Q.  And  can  you  state  whether  or  not  the  state- 
ment for  May,  1949,  of  Alpine  Ice  Cream  Company 
balances  ? 

A.  There  appears  a  profit  and  loss  statement 
which  has  sales  and  expenses.  There  is  no  balance 
sheet  included  with  it. 

Q.  Now,  directing  your  attention  to  the  month 
of  June,  1949,  will  you  examine  the  figure  for  sales 
appearing  in  Mr.  Taylor's  ledger.  Exhibit  276,  for 
the  month  of  June,  1949,  and  state  what  that  fig- 
ure is? 

A.  The  sales  for  the  month  of  June  show  $40,- 
420.40,  which  shows  accumulated  sales  for  the 
month  [1707]  of  May  and  June  of  $93,153,02. 
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Q.  Now,  does  Exhibit  A-48  contain  a  statement 
of  Alpine  Ice  Cream  Company  for  the  month  of 
June,  1949?  A.    Yes,  it  does. 

Q.  And  what  is  the  figure  for  sales  which  a^o- 
pears  on  that  statement? 

A.  The  figures  for  the  period — what  it  states  is 
"period"  here— is  $68,153.02. 

Q.  Now,  what  is  the  difference  between  the  fig- 
ures for  sales  contained  in  Mr.  Taylor's  ledger  for 
June,  1949,  and  then  the  figures  contained  in  the 
statement  for  June,  1949? 

A.     There  is  a  $25,000  difference. 

Q.  Now,  will  you  please  examine  the  general 
ledger,  Exhibit  276,  for  the  month  of  July,  1949, 
with  reference  to  sales,  and  state  what  figure  ap- 
pears ? 

A.  The  ciunulative  sales  through  July  31,  $127,- 
746.50. 

Q.  Now,  will  you  examine  Exhibit  A-48  to  de- 
termine if  there  is  a  statement  there  for  the  month 
of  July?  A.     Yes,  there  is. 

Q.  And  what  is  the  sales  figure  in  the  month 
of  July  in  that  statement?  A.     $102,746.50. 

Q.  What  is  the  difference  between  the  July  sales 
figures  [1708]  as  shown  in  Mr.  Taylor's  ledger  and 
Mr.  Taylor's  statement? 

A.     Well,  it  is  exactly  $25,000. 

O,  Now,  please  examine  the  general  ledger  for 
the  mnutli  of  August,  1949,  that  is  Exhibit  276,  and 

...'.. •'^n    >"li'^,f    -fno-inio    ;^->"^^^^>o-[1^•    ■*-]") oi"" 01  IT    for    sales. 

^'^1-    To  Piourd:     If  your  Honor  please,  cnn't  we 
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shorten  this  simply  by  a  statement  of  the  witness 
that  the  $25,000  adjustment  may  continue  through 
the  end  of  the  year"? 

The  Court :    Is  that  what  you  are  doing  ? 

Mr.  Brody:  Well,  if  I  may  ask  a  combined 
question  of  the  witness,  I  can  combine  the  remain- 
ing months  in  which  it  does  appear  in  one  question. 

The  Court:    That  is  what  you  are  suggesting? 

Mr.  Le  Sourd:  Yes.  There  is  a  $25,000  adjust- 
ment, and  I  think  he  is  trying  to  show  it  throughout 
the  year.   It  is  very  simple. 

Q.  (By  Mr.  Brody)  :  Now,  does  this  discrep- 
ancy of  $25,000  between  Mr.  Taylor's  ledger  and  his 
statements  continue  thi-oughout  the  year  1949,  Mr. 
Gorans  ? 

A.  It  continues  up  through  the  month  of  No- 
vember. 

Q.  And  then  there  was  such  a  difference  in  the 
months  of  August,  September,  October  and  No- 
vember, is  that  correct,  Mr.  Gorans?  [1709] 

A.    Yes. 

Q.  Now,  referring  to  the  month  of  December, 
1949,  what  figures  for  sales  is  contained  in  the 
ledger.  Exhibit  276,  for  the  month  of  December? 

A.  The  sales  for  the  month  of  December  were 
$20,277.36. 

Q.  And  does  Exhibit  A-48  show  a  statement  for 
that  month?  A.    Yes,  it  does. 

Q.  And  what  are  the  sales  as  shown  on  the 
statement? 

A.     Well,  the  statement  shows  accimiulative  sales 
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for  the  year  and  accumulative  sales  for  the  year 

in  the  general  ledger  was  $260,040.73. 

The  work  papers  contain  a  trial  balance  in  which 
a  sales  figure  of  $235,040.73 ;  and  immediately  above 
that  there  has  been  $25,000 — there  is  a  figure  of 
$25,000  included  in  there.  It  would  appear  it  has 
been  added  to  that. 

Q.  And  does  the  statement  then  agree  with  the 
general  ledger  as  to  the  element  of  sales  for  De- 
cember, 1949? 

A.  There  is  another  statement  in  which  the  sales 
are  shown  as  $260,040.73,  which  agrees  with  the 
amount  shown  in  the  general  ledger.  [1710] 

Q.     Now, 

The  Court:  (Interposing)  Another  statement  in 
A-48? 

The  Witness:  Yes;  there  are  two  statements  for 
December  31,  1949,  in  here. 

Q.  (By  Mr.  Brody  continuing)  :  Now,  will  you 
please  examine  the  general  ledger,  Exhibit  276,  for 
December  31,  1949,  to  determine  the  amount  of 
notes  payable  shown  there? 

A.  The  notes  payable  in  the  general  ledger  total 
$102,250.00  at  December  31st. 

Q.  Now,  do  you  have  before  you  Exhibit  15,  the 
tax  return  of  Alpine  Ice  Cream  Company  for  the 
year  ending  1949?  A.     Yes. 

Q.  And  what  was  the  amount  shown  as  Notes 
Payable  on  that  tax  return  ? 

A.  The  tax  return  shows  $168,463.20  of  notes 
payable. 
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Q.  Now,  are  you  sure,  Mr.  Gorans,  that  you 
stated  correctly  the  amounts  of  notes  payable  shown 
in  the  ledger? 

A.  There  are  certain  figures  appearing  in  the 
work  papers  here  that  are  shown  as  Notes  Payable, 
and  they  are  included  in  a  column  headed  Arctic 
Gardens  [1711]  and  the  figure  appearing  there  is 
$66,213.20. 

However,  that  amount  was  not  included  in  this 
general  ledger.   That  figure  combined  with 

The  Court:  (Interposing)  You  are  referring  to 
A-48  now? 

The  Witness:    Yes,  sir. 

A.     (Continuing)    the    $66,213.20    combined 

Avith  other  amounts  appearing  on  this  trial  balance 
as  notes  payable  of  Alpine  Ice  Cream  Company 
total  $193,463.20. 

Q.  And  what  is  the  difference  between  that  fig- 
ure and  the  figure  shown  as  notes  payable  in  the 
tax  return? 

A.     The  difference  is  $25,000. 

Q.  Now,  you  have  stated  that  the  general  ledger 
of  Alpine  Ice  Cream  Company  was  out  of  balance 
by  $27,000  on  December  31,  1949. 

Would  that  figure  be  apparent  to  anyone  who 
only  looked  at  the  statement  of  the  Company  for 
that  date? 

A.  Not  the  way  the  statement  has  been  pre- 
pared, no. 

O.     Now,  did  you  reconcile  the  accounts  payable 
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of  Alpine  Ice  Cream  Company  on  December  31, 

1949?  A.    Yes.  [1712] 

Q.  Did  the  accounts  payable  reconcile  with  the 
general  ledger?  A.     No,  it  did  not. 

Q.  And  by  what  amount  did  they  fail  to  recon- 
cile? 

A.  The  general  ledger  showed  a  figure  of  $1,- 
814.86  of  accounts  payable  while  the  amount  shown 
in  the  disbursement  book  on  the  combination  ac- 
counts payable  and  disbursement  book  for  this  com- 
pany December  31,  1949,  was  $12,420.77. 

Q.  Did  the  general  ledger  therefore  reflect  an 
understatement  or  overstatement  in  the  accounts 
payable  ? 

A.  It  reflected  an  understatement  of  accounts 
payable. 

Q.  What  is  the  effect,  Mr.  Gorans,  of  an  under- 
statement of  accounts  payable  upon  income? 

A.     It  results  in  an  overstatement  of  income. 

Q.  Now,  Mr.  Gorans,  going  on  to  Finstad  and 
Utgard 


Mr.  Cox:  (Interposing)  If  the  Court  please,  as 
long  as  Mr.  Brody  is  going  to  a  new  subject,  I 
would  like  to  make  sure  of  our  understanding  yes- 
terday as  to  a  continuing  and  standing  objection 
to  testimony  of  this  sort  as  to  items  and  companies 
not  a  part  of  the  Government's  case  against  Mr. 
Forster  without  our  repeated  objections.  [1713] 

Mr.  Griffin:    That  is  all  stipulated. 

The  Court :    And  the  Government  agrees  to  that  ? 

Mr.  Moriarty:    I  think  the  Government  will  join 
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in  the  objection  if  this  will  extend  to  other  matters 
not  relating  to  the  Government's  case  in  chief.  They 
are  merely  explaining  some  other  things  that  oc- 
curred but  have  no  bearing  on  the  issues. 

The  Court:    Are  you  making  an  objection? 

Mr.  Moriarty:  Well,  of  course,  there  is  nothing 
—Mr.  Cox  anticipated  Mr.  Brody's  statement  and 
I  was  not  going  to  join  until  your  Honor  asked, 
but  we  are  going  to  join  in  objections  if  we  are 
nov/  going  to  Finstad  and  Utgard,  as  to  whether 
their  income  tax  returns  were  in  balance  or  out 
of  balance.  The  point  is  very  clear  in  the  evidence. 

The  Court:  A¥ell,  at  this  time,  Mr.  Cox  wanted 
to  be  certain  he  had  an  objection  to  the  testimony 
that  has  gone  in. 

Mr.  Cox:  That  that  is  in  and  that  to  come  as- 
suming it  is  of  the  same  type  and  upon  counsel's 
statement,  we  have  reason  to  believe  that  is  true. 

The  Court:  There  is  only  one  matter  in  the  last 
comment. 

Mr.  Cox :  We  would  recognize  that  if  Mr.  Gorans 
[1714]  is  going  to  testify  as  to  Finstad  and  Utgard, 
as  to  the  payments  to  Mrs.  Finstad  that  objection 
would  not  apply  because  certainly  he  is  entitled  to 
offer  explanation  and  additional  information  about 
that  item  which  is  a  part  of  the  Government's  case. 

It  seems  to  us,  also,  he  may  properly  testify  to 
the  expenditures  and  checks  of  Finstad  and  Utgard 
which  the  Government  established  were  made  pay- 
able to  Issaquah  Cream.ery  and  not  recorded  on  the 
books. 
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Beyond  that,  we  wish  to  have  a  standing  objection 
to  any  further  testimony  about  alleged  deficiencies 
or  inaccuracies  in  the  books  of  Finstad  and  Utgard. 

Mr.  Brody:  So  that  your  Honor  will  be  aware 
of  the  testimony,  there  will  be  testimony  of  Finstad 
and  Utgard  similar  to  that  which  Mr.  Gorans  has 
testified  with  respect  to  Alpine  Ice  Cream  Com- 
pany, Afpine  Dairy  and  Issaquah  Creamery. 

The  Court:  If  there  is  anything  further,  I  as- 
sume the  Government  will  object. 

Mr.  Moriarty:    We  are  going  to  object. 

Mr.  Brody:    Thank  you. 

Q.  (By  Mr.  Brody)  :  I  will  hand  3^ou,  Mr.  Gorans, 
Defendants'  Exhibit  A-26  which  is  the  general 
ledger  of  Finstad  and  [1715]  Utgard  and  now  I 
will  refer  you  to  Defendants'  Exhibit  A-44,  which 
were  the  monthly  reports  of  Mrs.  Maude  Simonson. 

Now,  directing  your  attention  to  the  inventory 
figure  contained  in  the  December,  1946  report  of 
$12,167.47,  of  which  the  first  digit  ''1"  is  written 
in  in  pencil  and  then  refer  you  to  the  report — the 
entry  for  December,  inventory,  on  the  succeeding 
month's  report  in  which  that  figure  appears  type- 
written $22,167.47,  will  you  state 

Mr.  Moriarty:     Excuse  me. 

The  Court:  You  haven't  finished  the  question, 
have  you? 

Mr.  Brody:    Yes. 

Q.    (By  Mr.   Brody  continuing) :     will  you 

state  if  either  of  those  two  figures  for  inventory 
appears  in  the  general  ledger? 

Mr.  Moriarty:    Objected  to  as  immaterial. 
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Mr.  Cox:    Objected  to  as  immaterial  and  leading. 

The  Court:  The  last  objection  as  to  form  is 
jorobably  well  taken. 

That  isn't  your  objection? 

Mr.  Moriarty:    No. 

Mr.  Cox:  I  will  withdraw  my  objection  as  to 
[1716]  form  and  join  in  the  objection  as  to  ma- 
teriality. 

The  Court:  Does  the  Government  wish  to  be 
heard  on  this? 

Mr.  Moriarty:  If  your  Honor  please,  the  pur- 
port of  the  examination  this  morning  has  been  to 
establish  that  certain  other  inaccuracies  occurred 
in  the  books  and  records  of  the  Alpine  Ice  Cream 
Company. 

It  is  now  apparent  that  in  every  one  of  these 
companies,  the  evidence  will  tend  not  to  meet  the 
issues  that  are  presented  by  the  Government,  but 
to  add  that  there  were  other  inaccuracies  which  to 
my  mind  are  completely  immaterial  to  the  charges 
we  have  made,  and  proof  that  we  have  presented. 

So  far,  the  defense  has  not  tread  upon  those  mat- 
ters. They  have  gone  around  the  books  and  records 
to  criticize  the  bookkeeping.  It  has  been  the  Govern- 
ment's position  that  the  books  did  not  reflect  the 
facts,  and  this  is  merely  demonstrating  it. 

The  Court:  I  will  hear  further  from  you  in  the 
absence  of  the  Jury. 

Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  take  the  mid-morning  recess,  and 
the  Court  cautions  you  and  asks  that  you  heed  the 
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admonition  given  you  on  similar  occasions  and  asks 
that  you  heed  it  on  this  occasion.  [1717] 
You  may  now  be  excused. 

(Whereupon,    the    Jury    retired    from    the 
courtroom.) 

(Whereupon,  argument  was  had  by  respec- 
tive   counsel,    and    the    following    proceedings 
were  then  had,  to-wit:) 
The  Court:     The  Court  will  overrule  the  objec- 
tion. We  will  take  a  ten-minute  recess  before  we  call 
the  Jury. 

(Whereupon,  at  11:30  o'clock  a.m.  a  recess 

in  the  within-entitled  and  numbered  cause  was 

had  until  11:40  o'clock  a.m.  March  19,  1954,  at 

which  time,  counsel  and  defendants  heretofore 

noted  being  present,  the  following  proceedings 

were  had,  to-wit:) 

Mr.  Cox:    If  the  Court  please,  in  connection  with 

my  remarks  about  not  again  asserting  or  moving 

for  a  severance  at  this  time,  I  want  the  record  to 

show  that  that  is  not  in  any  way  a  waiver  to  our 

contention  that  we  were  w^ll  and  are  entitled  to  a 

severance. 

I  simply  called  the  Court's  attention  to  the  situa- 
tion without  again  making  it. 

The  Court:  It  will  be  understood,  I  think,  that 
you  ask  for  a  severance  to  start  with,  and  are  con- 
tinuing. 

We  will  call  the  Jury.  [1718] 

I  will  suggest,  Mr.  Brody,  that  on  your  examina- 
tion you  do  it  without  summarizing. 
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Mr.  Brody:  I  will  be  glad  to  combine  questions 
to  the  extent  opposing  counsel  will  permit  it. 

Tlie  Court :  If  you  could,  a  bit,  without  referring 
to  items  in  each  transaction,  it  might  save  some 
time — som.ewliat  along  the  line  Mr.  LeSourd  sug- 
gested on  one  matter. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court :    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 

Mr.  Moriarty:    Yes,  your  Honor. 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Brody:    Yes,  your  Floiu.r 

The  Court:  Do  you  wish  to  have  the  question 
read  by  the  reporter? 

Mr.  Brody:    Yes,  your  Honor,  I  would  prefer  it. 
(Whereupon,  preceding  question  was  read  by 
the  Reporter.) 

A.     The  figure 

Q.  (By  Mr.  Brody) :  Will  you  first  merely 
state  if  either  does.  [1719]  A.     Yes,  it  does. 

Q.  Now,  which  of  those  figures  does  appear  in 
the  general  ledger? 

A.     The  first  figure  of  $12,167.47. 

Q.  Now,  showing  you  the  tax  return  of  Finstad 
and  Utgard  for  the  year  1946,  Plaintiff's  Exhibit 
18,  Avill  you  state  what  figure  appears  as  year-end 
inventory  in  that  exhibit? 

Mr.  Moriarty:    Exhibit  18? 

Mr.  Brody:    18. 
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A.     $12,167.47. 

Q.  (By  Mr.  Brody) :  Now,  again  calling  your 
attention  to  Defendants'  Exhibit  A-44  and  the  in- 
ventory figure  carried  in  the  December  1948  report 
of  $10,674.10,  over  which  the  second  digit  is  a  pen- 
cilled zero,  and  the  December  inventory  'figure,  $14,- 
674.10  as  carried  in  the  suceeding  month's  report, 
does  either  of  those  inventory  figures  appear  in  the 
Finstad  and  Utgard  ledger  for  the  year  1948? 

A.    Yes. 

Q.     Which  of  those  figures  appears  in  the  ledger  ? 

A.     The  $10,674.10  fi.gure. 

Q.  Now,  I  will  show  you  the  tax  return  of  Fin- 
stad and  Utgard  for  1948,  Plaintiff's  Exhibit  20. 

Will  you  examine  it  to  find  the  year-end  inven- 
tory figure  of  Finstad  and  Utgard  and  state  what 
figure  appears  there  ?  A.    The  figure  $10,674.10. 

Q.  Now,  again  referring  to  A-24,  Mr.  Gorans, 
have  you  examined — pardon  me,  do  you  have  Ex- 
hibit A-24  before  you? 

A.     I  don't  believe  so. 

Q.     It  is  a  check  register.  A.     No,  I  do  not. 

Q.  Now,  I  hand  you  Defendants'  Exhibit  A-24, 
check  register  of  Finstad  and  Utgard  from  Febru- 
ary 1,  1947  to  April  30,  1948. 

Have  you  examined  that  check  register  to  de- 
termine what,  if  any,  bonus  payments  were  made  to 
shippers  in  the — for  the  year  1947?  A.     Yes. 

Q.  And  will  you  read  from  the  check  register 
the  entries  covering  such  •  payments  for  the  year 
1947? 
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Mr.  Cox:    When  were  they  made'? 

Mr.  Brody :  I  will  have  him  state  them  and  then 
he  can  state  the  dates. 

A.  The  payments  shown  here  in  the  check  regis- 
ter was  made  January  19,  1948,  and  it  shows  here 
as  bonus  checks  to  patrons,  1947,  check  No.  6359 — 
63  to  60  inclusive— total  amount,  $2,139.55.   [1721] 

Q.  (By  Mr.  Brody) :  Now,  Mr.  Gorans,  I  will 
hand  you  for  your  examination.  Plaintiff's  Exhibit 
4,  the  individual  income  tax  return  of  Hans  Fors- 
ter for  the  year  1948,  and  Plaintiff's  Exhibit  5,  the 
income  tax  return  of  Hans  Forster  for  the  year 
1949. 

Will  you  please  examine  the  1948  return  to  de- 
termine if  it  displays  a  capital  loss  for  the  year 
1948? 

Mr.  Moriarty:  What  is  the  number  of  the  ex- 
hibit ? 

Mr.  Brody:    Exhibit  4. 

A.    Yes,  it  does. 

Q.     (By  Mr.  Brody) :  In  what  amount? 

A.     Total  capital  loss  of  $6,127.88. 

Q.  Now,  was  Mr.  Forster  entitled  to  carry  over 
any  portion  of  that  loss  to  the  year  1949? 

A.     Yes,  he  was. 

Q.     What  portion? 

A.  The  portion  here  on  the  returned  capital  loss 
paid  over  to  1949  of  $4,127.88. 

Q.  Against  what  would  that  capital  loss  carry- 
over be  carried  forward?  Against  what  would  it 
be  charged  in  the  succeeding  year's  return? 


United  States  of  America  535 

(Testimony  of  Gerald  E.  Gorans.) 

A.  It  would  be  shown  as  a  deduction  in  the 
[1722]  suceeding  year's  return. 

Q.  And  was  there  a  capital  gain  in  1949  as 
shown  on  Plaintiff's  Exhibit  5? 

A.    Yes,  there  was. 

Q.     In  what  amount? 

A.     Taxable  amount  of  $278.30. 

Q.  And  was  Mr.  Forster  entitled  to  a  deduction 
arising  out  of  a  capital  loss  carryover? 

A.    Yes,  he  was. 

Q.  And  was  any  portion  of  the  1948  loss  carried 
forward?  A.    No,  it  was  not. 

Q.  And  what  was  the  consequence  of  the  failure 
to  carry  that  forward  upon  the  income  tax  for  the 
year  1949  of  Hans  Forster? 

A.  He  paid  more  tax  than  he  would  have  had 
to  pay  had  the  operation  loss  carried  forward — or 
capital  loss  carried  forw^ard  been  show^n  on  the 
1949  return. 

Q.  Now,  upon  what  amount  did  he  pay  addi- 
tional income;  upon  what  amount  did  he  pay  ad- 
ditional income  tax  for  1949? 

A.  The  amount  of  income  that  he  paid  addi- 
tional income  tax  on  was  $2,278.37. 

Mr.  Brody:     Will  you  mark  that? 

The  Clerk:  Defendants'  Exhibit  A-49  marked 
[1723]  for  identification. 

(Defendants'  Exhibit  A-49  marked  for  iden- 
tification.) 

Q.     (By   Mr.  Brody) ;     Now,   I   will   show   you 
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what  lias  been  marked  for  identification  as  Defend- 
ants' Exhibit  A-49. 

Can  you  identify  that  I 

A.  It  is  a  check  on  the  Issaquah  State  Bank 
dated  November  12,  1945. 

Q.  And  can  you  identify  the  signature  which 
appears  thereon'?  A.     Yes. 

Q.     As  whose  signature?  A.     Hans  Forster. 

Mr.  Brody:  I  will  offer  Defendants'  Exhibit 
A-49. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Patten:     No  objection. 

The  Court:     Is  there  any  objection f 

Mr.  Keesling:     No  objection. 

Mr.  Cox:  We  would  object  to  it  on  the  ground 
it  is  irrelevant  and  immaterial. 

Mr.  Brody:  This  was  a  matter,  your  Honor, 
you  will  recall  was  brought  out  in  the  prosecution 
case.    [1724] 

The  Court:  Objection  overruled.  The  exhibit 
may  be  admitted. 

(Defendants'  Exhibit  No.  A-49  admitted  in 
evidence.) 

Mr.  Brody:  May  I  read  the  check  to  the  jury, 
your  Honor? 

The  Court :    You  may. 

Mr.  Brody:  This  is  a  check  dated,  Issaquah, 
Washington,  November  12,  1945,  No.  2172,  Issa- 
quah State  Bank,  pay  to  the  order  of  Mutual  Life 
Insiir.'^nce  Company  of  Nev7  York,  $3,424.34, 
si^n^od  Irlai'F-  Forster, 
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Q.  (By  Mr.  Brody)  :  Now,  I  will  show  you, 
Mr.  Gorans,  Plaintiff's  Exhibit  120,  which  is  the 
check  register  of  Hans  Forster,  and  Evelyn  Fors- 
ter.  Trust.  Will  you  examine  that  check  register 
and  determine  if  the  trust  issued  in  the  year  1946 
issued  any  check  in  the  sum  of  $3,424.34? 

A.     Yes,  it  did. 

Q.  And  will  you  state  the  entry  relating  to  that 
check  ? 

A.  On  Ax)ril  1,  1946,  there  is  a  check  written  to 
Hans  Forster  for  $3,424.34. 

Q.     And  by  whom  was  that  check  written'? 

A.  I  would  assume  it  was  written  by  Mr.  Tay- 
lor who  was  the  trustee  of  the  trust.  [1725] 

Mr.  Cox :    We  move  to  strike  the  answer. 

The  Court:    The  answer  may  be  stricken. 

Q.  (By  Mr.  Brody) :  Was  the  check  written 
on  the  trust  bank  account?  A.     Yes,  it  was. 

Mr.  Brody:  I  would  like  to  read  one  sentence 
from  the  trust  agreement.  Plaintiff's  Exhibit  117. 

The  Court:    Was  it  read  before? 

Mr.  Brody:  Your  Honor,  I  am  unable  to  say 
with  certainty  whether  this  sentence  was  read  be- 
foi'e. 

The  Court:     You  may  proceed. 

Mr.  Brody:  Reading  from  Paragraph  3-A  on 
page  2  of  the  Exhibit: 

"The  trustees  shall  also  have  the  right  and  power 
in  their  discretion  to  invest  trust  funds  or  any 
])art  tlioreof  in  any  form  of  life  insurance  on  the 
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lives  of  Hans  Forster  and  Evelyn  Y.  Forster,  or 

either  of  them." 

Q.  (By  Mr.  Brody)  :  Now,  I  want  to  return  for 
just  one  moment,  Mr.  Gorans,  to  Finstad  and  Ut- 
gard. 

You  have  shown  certain  checks  were  made  as 
bonus  checks  to  shippers.  Y/ill  you  explain  the  sig- 
nificance [1726]  of  those  checks? 

Mr.  Cox:  Have  you  qualified  Mr.  Gorans  as  an 
expert  in  the  dairy  business? 

Mr.  Brody:  Well,  let  me  phrase  the  question  in 
this  manner: 

Q.  (By  Mr.  Brody  continuing)  :  Bo  those  con- 
stitute accounts  payable? 

A.  They  would  constitute  an  account  payable 
as  of  December  31,  1947.  Reading  from  the  check 
register,  it  relates  to  1947  and  not  paid  until  1948, 
so  it  can  be  assumed  from  that  that  it  would  be  an 
account  payable  as  of  December  31,  1947. 

Q.  And  was  any  such  entry  carried  under  ac- 
counts payable  in  the  ledger  as  of  that  date? 

A.  There  is  no  separate  amount  agreeing  with 
that  figure  recorded  in  the  general  ledger  under 
accounts  payable. 

Q.  And  what  is  the  figure  for  accounts  payable 
as  of  that  date? 

A.  There  is  a  figure  shown  as  January  1,  1948, 
of  $47,198.73. 

Q.     Does  that  complete  your  answer,  Mr.  Gorans? 

A.    Yes. 

O.     Now,  returning  to  the  matter  of  the  trust. 
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I  [1727]  will  show  you  Plaintiff's  Exhibit  263, 
which  is  the  journal  of  Alpine  Dairy  for  the  year 
1947.  Have  you  examined  that  journal  to  determine 
what  checks  of  the  Alpine  Dairy  were  issued  in  the 
year  1947  in  payment  of  rental  to  the  trust  of  Hans 
and  Evelyn  Forster  trust?  A.     Yes,  I  have. 

Q.     And  how  many  checks  were  issued  that  year  ? 

Mr.  Cox:  We  would  object  to  this  as  being  ut- 
terly immaterial. 

Mr.  Brody:  Your  Honor,  I  think  this  would 
best  be  handled  by  an  offer  of  jDroof  in  the  absence 
of  the  jury. 

The  Court:  If  you  might  go  to  another  matter 
now. 

Mr.  Brody:  I  will.  I  wdll  at  this  time,  your 
Honor,  re-offer  in  evidence  Defendants'  Exhibits 
for  Identification  A-42  and  A-43. 

A-42  is  the  inventory  book  of  the  Renton  Ice  and 
Ice  Cream  Company  covering  certain  periods  prior 
to  the  Indictment. 

A-43  is  a  tax  return. 

The  Court:  A-42  was  admitted  as  to  a  period 
within  the  Indictment. 

Mr.  Brody:  That  is  correct.  I  will  re-offer  it 
for  further  periods.  [1728] 

Mr.  Cox:    We  desire  to  object. 

Mr.  Moriarty:  We  do,  too.  We  join  in  the  ob- 
jection. 

The  Court:  The  Court  sustained  the  objection 
before.  I  don't  know  of  any  reason  why  I  should 
chnno'e  the  ruliris:. 
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Mr.  Brody:  As  to  that,  at  the  close  as  we  con- 
clude the  portion  of  Mr.  Gorans'  testimony,  that 
can  be  presented.  I  would  like  also  to  make  an  offer 
of  proof  relating  to  those  exhibits. 

Mr.  Griffin:  May  I  suggest  the  purpose  of  this 
offer  is • 

Mr.  Le  Sourd:  (Interposing)  If  this  is  argu- 
ment, it  should  be  outside  the  Jury. 

Mr.  Griffin :  I  will  not  argue  at  all,  I  assure  you. 
The  purpose  of  this  is  on  the  same  theory  that 
over  our  objection  you  admitted  in  the  Govern- 
ment's case  matters  prior  to  the  year  1944,  as  bear- 
ing upon  what  was  done  during  the  Indictment 
period ;  that  is  the  situation  here — what  was  done  in 
those  years  has  a  bearing  on  what  followed. 

The  Court:    I  don't  recognize  it  as  the  same. 

Mr.  Brody:  I  think  the  theory  can  be  presented 
only  on  the  offer  of  proof,  which  I  will  later  offer. 

Q.  (By  Mr.  Brody)  :  Now,  Mr.  Gorans,  will  you 
state  in  accounting  terminology  what  internal  con- 
trol is? 

A.  I  think  Mr.  Marx  in  his  statement  the  other 
day  very  adequately  covered  it.  It  is  a  means  of 
setting  up  checks,  on  various  people  who  are  han- 
dling the  accounting  information  in  order  to  de- 
termine that  it  is  being  recorded  accurately  and 
properly  and  it  is  considered  necessary  in  any  ac- 
counting system  in  order  to  assure  anyone  that  the 
information  is  being  properly  recorded. 

Q.  Now,  from  your  examination,  will  you  state 
what,  if  any,  internal  controls  you  found  at  Issa- 
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quah  Creamery  in  the  years  1945  through  1949'^ 

A.  There  was  practically  no  internal  control  in 
existence  there, 

Q.  Xow,  will  you  state,  Mr.  Gorans,  what  is 
the  principal  duty  and  responsibility  of  the  keeper 
of  the  general  ledger? 

A.  Well,  since  the  general  ledger  is  the  final 
book  of  account,  whoever  makes  entries  in  the  gen- 
eral ledger  has  the  basic  and  primary  responsi- 
bility to  determine  that  the  information  recorded 
therein  is  correctly  recorded,  and  that  goes  to  the 
extent  of  reviewing  the  underlying  data  that  is 
used  as  a  basis  for  making  entries  in  the  general 
ledger  to  make  sure  that  that  information  [1730] 
is  properly  recorded,  and  in  a  condition  so  it  can  be 
recorded  in  the  general  ledger. 

Mr.  Brody:  Your  Honor,  that  is  the  extent  of 
Mr.  Gorans'  testimony  I  have  to  offer  at  this  time 
with  the  exception  of  the  offer  of  proof  relating  to 
the  two  matters  we  passed. 

The  Court:  And  then  either  after  the  Court  sus- 
tains the  objection  or  allows  the  testimony,  then 
you  have  completed  your  examination. 

Mr.  Brody:  With  the  Court's  leave,  there  may 
be  one  or  two  matters  following  after  discussion 
with  co-counsel. 

The  Court:  Are  we  in  a  position  to  go  ahead 
with  anyone  else  now,  or  not*? 

I  take  it,  not. 

Mr.  Brody:  I  am  prepared  to  go  ahead  with  the 
offer  of  proof,  and  there  may  be  considerable  argu- 
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ment  upon  it,  and  we  could  use  the  remaining  time 

on  this  phase. 

The  Court:  Unless  you  prefer  to  go  ahead  with 
cross-examination  on  some  items,  I  presume  it  is 
best. 

Mr.  Patten:  I  would  like  to  have  the  complete 
testimony  of  the  witness  before  we  start  cross: 

The  Court:  I  will  hear  the  offer  of  proof,  then. 
Ladies  and  Gentlemen  of  the  Jury:   [1731] 

We  will  recess  at  this  time  until  this  afternoon. 
The  Court  calls  your  attention  to  the  admonition 
given  you  on  similar  occasions  and  asks  that  you 
adhere  to  them  on  this  occasion. 

And,  can  Ave  return  at  1:30?  Will  it  be  incon- 
venient for  the  Jury  to  be  back  at  1:30? 

(Whereupon,    there    was    no    reply    to    the 
Court's  query.) 

The  Court:  All  right,  then  we  will  recess  now 
and  start  in — we  won't  recess  the  trial  now,  but 
when  we  do  recess,  we  will  recess  to  1:30  so  that 
w<'  will  start  a  little  earlier,  and  pick  wp  the  fifteen 
minutes  we  lost  this  morning. 

You  may  now  leave,  and  we  will  start  at  1:30 
so  be  here  about  five  minutes  ahead. 

(Whereupon,    the    Jury    retired    from    the 
courtroom.) 

The  Court:  It  is  stipulated  the  Jury  have  left 
the  courtroom? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor. 

Tlie  Court:     All  right,  Mr.  Brody. 
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Mr.  Brody:  Your  Honor,  with  regard,  first,  to 
the  matter  relating  to  Renton  Ice  and  Ice  Cream 
Company 

The  Court:  (Interposing)  Those  are  the  two 
[1732]   exhibits  you  have  offered? 

Mr.  Brody:    Yes,  sir. 

The  purpose  of  that  testimony  is  as  follows: 

We  have  shown  through  the  records  of  Finstad 
and  Utgard  that  certain  changes  in  even  amounts, 
the  amounts  of  four  thousand  dollars  and  ten  thou- 
sand dollars,  were  made  to  the  inventory  records 
of  that  company.  We  propose  to  show  by  means  of 
the  inventory  books  that  in  the  year — fiscal  year 
ending  1943,  a  flat  adjustment  of  one  thousand  dol- 
lars was  made  to  the  inventory  of  Renton  Ice  and 
Ice  Cream  Company,  as  shown  by  a  comparison  of 
the  figure  in  the  inventory  book  which  your  Honor 
has  before  him,  and  the  figure  carried  in  the  general 
ledger  and  tax  return,  which  is  now  before  you  and 
we  further  propose  to  show  that  in  the  year  1944, 
a  flat  adjustment  of  two  thousand  dollars  was  made 
to  the  inventory  as  shown  by  Exhibit  A-42  for 
identification,  the  inventory  book,  and  the  check 
register,  which  we  will  propose  to  offer. 

We  do  not  have  available  and  have  not  been  able 
to  locate  the  tax  return  for  the  fiscal  year  ending 
July  31,  1944. 

Our  theory  is  twofold. 

The  Court:  Before  you  go  into  that,  this  [1733] 
has  no  relationship  to  a  si^ecific  item  that  the  Gov- 
ernment offered? 
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Mr.  Brody:  Insofar  as  the  Government's  case  is 
concerned,  the  Government  did  go  into  the  affairs 
of  Renton  Ice  and  Ice  Cream  Company  for  1944 
and  showed  distribution 

The  Court:    (Interposing)    of  certain  items'? 

Mr.  Brody:  (Continuing)  of  salary,  or  sur- 
plus, or  whatever  it  may  be  called,  at  the  time 

The  Court:  (Interposing)  This  doesn't  relate 
to  that? 

Mr.   Brody:      (Continuing)      and   inventory 

records  would  relate  indirectly  to  the  financial 
status  of  the  company  for  the  year  ending  in  1944 
and  the  sums  available  for  distribution  after  pay- 
ment of  taxes  would  have  an  effect  on  the  tax  lia- 
bility of  the  company.  The  figures  for  the  year  end- 
ing July  31,  1943,  do  not  appear  directly  to  relate 
to  an  item  brought  in  by  the  Government. 

The  Court:  The  Court  will  sustain  the  objection 
on  that  offer. 

Mr.  Brody:  The  second  offer  relates  to  the  mat- 
tor  of  the  trust.  We  will  attempt  to  show  that  by 
tlie  trust  agreement  which  is  here  in  evidence,  Mr. 
Taylor  was  one  of  the  two  co-trustees  of  the  Hans 
and  Evelyn  Forster  [1734]  trust,  that  the  monthly 
r(mtal  checks 

The  Court:  (Interposing)  That  is  admitted,  is 
it  not  ? 

Mr.  Brody:  Yes,  your  Honor.  That  the  trust  in- 
come was  provided  for  by  a  lease.  Plaintiff's  Ex- 
hibit 118,  pnd  that  $500  per  month  was  paid  by 
Aiiv-.-.o  Tv^i-xr  |,^  fiTo  f^-|i<3f(^(ip  foj-  ppntal  of  the  trust 
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property;  that  the  monthly  checks  were  made  out 
in  favor  of  L.  Hicks  Taylor,  Trustee;  and  by  the 
testimony  of  this  witness,  we  will  show  that  during 
the  year  1947,  of  the  12  checks  issued  to  the  trustee 
during  that  year,  only  10  of  those  checks  were  de- 
posited in  the  trust  bank  account  as  shown  by  a 
record  of  deposits  in  the  l^ank  account  which  I 
have  here  and  am  prepared  to  offer  into  evidence; 
that  a  tracing — a  search — for  the  other  two  checks 
whose  amounts  appear  in  the  Alpine  Dairy  Journal 
have  been  unavailing  and  we  are  unable  to  state 
v/hat  happened  to  those  checks. 

We  will  then  show  in  connection  with  that  testi- 
mony by  the  testimony  of  Mr.  Donaldson,  a  Vice- 
President  of  the  Peoples  National  Bank  and  suc- 
cessor trustee  in  the  Hans  and  Evelyn  Forster  trust, 
that  a  check  was  issued  on  March  10,  1950,  in  the 
amount  of  $500  to  L.  Hicks  Taylor  as  a  trustee,  was 
not  deposited  in  the  trust  bank  account  and  was,  in 
fact,  deposited  [1735]  under  Mr.  Taylor's  hand  en- 
dorsement to  his  own  personal  account  in  the 
Peoples  National  Bank. 

The  Court:    What  does  that  prove? 

Mr.  Brody:  Your  Honor,  the  basis  of  this  oifer 
of  testimony  goes  to  motive  and  intent. 

Mr.  LeSourd  has  ])rought  in  from  his  opening 
statement  his  theory  of  the  case,  and  he  stated  that 
Mr.  Taylor  received  a  very  small  compensation  for 
the  work  which  he  did  for  Mr.  Forster.  I  believe 
he  characterized  it  before  the  Jury  as  fifty  dollars 
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a  month,  and  on  one  occasion  he  got  a  quart  of  ice 

cream. 

The  clear  purport  of  the  opening  statement  was 
to  show  that  there  would  be  no  motive  on  the  part 
of  Mr.  Taylor  to  assist  in  any  supposed  or  alleged 
plan  of  tax  evasion.  Now,  it  is  our  theory  of  law 
that  matters  going  to  intent  or  motive  are  admissi- 
ble, and  the  broadest  possible  latitude  is  given  to  the 
admissibility  of  such  testimony. 

The  Court:  Granted  that  that  is  the  rule,  that 
would  apply  in  your  case  to  Mr.  Forster,  but  under 
what  rule  would  you  be  permitted  to  introduce  testi- 
mony as  to  the  motive  of  the  other  defendants,  of 
another  defendant? 

I  assume 

Mr.  Brody:  (Interposing)  Your  Honor,  the 
[1736]  problem  is  similar  to  that  which  exists  in 
the  other  testimony  which  has  been  given  by  Mr. 
Gorans.  These  are  the  facts  which  this  case  dis- 
closes. 

If  the  record  remains  silent 

The  Court:  (Interposing)  Still  you  are  dealing 
with  books  and  records  which  are  very  much  a 
part  of  the  issues  involved  here  as  to  income,  but 
you  are  not  dealing  with  Mr.  Gorans  but  with  ac- 
counting and  books  and  figures  and  in  matters  of 
character. 

Mr.  Griffin:  I  have  one  suggestion  to  make  in 
that  regard.  Very  frankly,  I  would  reserve  this  mat- 
ter for  Mr.   Taylor's   cross-examination  but  I   do 
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think  this  very  definitely, — these  checks  are  drawn 
by  Alpine,  and  if  you  look  at  the  net  worth  state- 
ment, they  increase  Mr.  Forster's  investment  in 
Alpine  by  the  trust  items.  It  is  one  of  the  items. 
Actually,  now,  so  far  as  the  Government  is  con- 
cerned, the  evidence  that  is  in,  they  claim  that  the 
full  Alpine  checks  have  increased  Mr.  Forster's 
net  worth  in  Alpine  by  going  to  the  trust. 

Actually,  they  can  either  go  further  and  claim 
that  these  checks  didn't  go  to  the  trust  and  he  con- 
cealed them  himself,  whereas  we  claim  and  can 
show  that  the  checks — assume  it  was  all  of  them — 
it  happens  to  be  only  one,  but  it  was  just  as  im- 
portant in  its  effect — that  all  of  them  went  to  Mr. 
Taylor.  Forster  [1737]  hadn't  increased  his  net 
worth  then,  at  all,  as  the  Government  charges  in  its 
net  worth  statement,  and  Forster  didn't  get  in  on 
the  benefit  of  it.  Taylor  got  it.  It  just  happens  that 
Taylor  was  a  Defendant,  and  it  wouldn't  make  any 
difference. 

The  Court:  This  is  not  an  error  in  bookkeeping, 
as  I  take  it.  It  is  not  offered  as  such*? 

Mr.  Griffin :  We  offer  it  simply  as  a  fact.  I  would 
assume  Mr.  Taylor  has  explanations  for  these 
things.  I  would  proceed  on  that  basis.  He  is  defend- 
ing. I  don't  know.  The  chips  just  have  to  fall.  It  is 
an  explanation  of  a  sum  the  Government  is  using 
in  the  net  worth  of  Mr.  Forster.  At  least  one  check 
we  can  establish  went  into  the  trustee's  personal 
bank  account.  Two  checks  are  missing.  Every  iterp 
of  this   affects  income   eventually,   and   remember, 
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the  Government  is  off  sixty  thousand  dollars  in  its 
computation  of  income  in  this  courtroom  as  com- 
pared with  this  Indictment. 

Mr.  Maxv\^ell :  So  far  as  I  know,  your  Honor,  I 
don't  know  of  any  relation  that  these  checks  might 
have  to  the  net  worth  at  all. 

The  Court:  What  Mr.  Grif&n  is  saying — he  is 
approaching  it  from  this  aspect — the  offer  of  proof 
is  made  on  a  different  basis  than  I  understood  it. 
Even  though  you  take  the  position  you  now  sug- 
gest, Mr.  Griffin,  [1738]  it  seems  to  me  that  the 
testimony  is  so  colored  with  the  other  purpose, 
that  it  might  make  it  inadmissible  for  the  possible 
legitimate  purpose. 

When  I  say  "legitimate,"  I  mean  admissible. 

Mr.  Brody:  Your  Honor,  if  I  could  state  one 
other  ground  on  which  I  believe  the  testimony  is 
admissible:  it  goes  to  the  heart  of  Mr.  Forster's 
defense,  and  as  is  clearly  apparent  at  this  time,  and 
will  be  made  more  apparent  in  further  testimony, 
the  defense  of  Mr.  Forster  in  this  case  is  that  he 
entrusted  his  business  affairs  to  this  accountant. 

The  Court:     Well,  it  could  be. 

Now,  remember,  we  are  admitting  a  lot  of  this 
testimony  on  the  representation,  of  course,  in  the 
opening  statement  that  Mr.  Forster,  of  course,  was 
unfamiliar  with  the  books. 

Mr.  Brody:  That  will  be  shown,  your  Honor,  by 
the  testimony  of  my  next  witness. 

The  Court:  It  could  be  that  some  of  the  matters 
might  be  admissible,  but  at  this  point,  I  wouldn't 
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want  to  anticipate  or  necessarily  depend — not  tluit 

I    question    any    representation    that    any    counsel 

make,  but  I  think  some  of  these  matters  should 

have  more  than  representation  if  they  are  to  be 

admitted. 

That  covers  the  two  offers?  [1739] 
Mr.  Brody:    That  covers  the  offers,  your  Honor. 
The  Court:    Well,  at  this  time,  where  the  record 
now  stands,  the  Court  v/ould  deny  them. 

Mr.  Brody:    And  we  may  have  a  few  short  mat- 
ters. 

The  Court:    At  1:30? 
Mr.  Brody :    Yes,  at  one-thirty. 
The  Court:     At  this  time,  this  case  will  be  re- 
cessed and  the  Court  has  a  short  matter. 

(Whereupon,  at  12:18  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  1:30  o'clock  p.m.  March  19,  1954, 
at  which  time.  Counsel  and  Defendants  hereto- 
fore noted  being  present,  the  following  proceed- 
ings were  had,  to-wit :) 
The  Court :    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 
Mr.  Griffin:    Yes,  your  Honor. 
Mr.  Moriarty:     Yes,  your  Honor. 
The  Court:    You  may  proceed. 
Q.     (By  Mr.  Brody) :    Mr.  Gorans,  I  believe  you 
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testified  that  the  reconciliation  of  the  accounts  pay- 
able as  of  December  31,  1949,  of  Issaquah  Cream- 
ery Company  showed  it  was  out  of  [1740]  balance 
$56,504.85. 

Will  you  state  what  the  principal  items  which 
you  determined  to  be  the  cause  of  that? 

A.  The  accounts  payable  to  Consolidated  Dairy 
in  the  amount  of  $51,578.76  which  had  been  re- 
corded twice,  and  the  check  to  Stevenson  in  the 
amount  of  $18,859.50,  was  discovered  at  the  same 
time. 

Q.    And  by  whom  were  the  discoveries  made  ? 

A.  They  were  made  by  me  in  my  examination  of 
the  records. 

Q.  And  what  action  did  you  take  upon  making 
that  discovery? 

A.  Well,  I  immediately  discussed  those  with  Mr. 
Erickson,  to  determine  why  they  had  been  made, 
and  when  they  had  been  made,  and  whether  or  not 
there  were  any  other  such  items  in  other  companies. 

Q.  And  did  you  personally  take  any  further 
steps  with  regard  to  the  accounts  payable  as  of  that 
date  ? 

A.  Wei],  I  followed  through,  until  I  got  all  the 
information  that  Mr.  Erickson  apparently  had 
about  these  accounts  payable  from  him. 

Q.  Did  you  communicate  with  anyone  concern- 
ing that  account 

Mr.  Moriarty:    Objection.  [1741] 

The  Court:  The  question  here  is  whether  he 
communicated  ? 
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Mr.  Brody:    That  is  correct. 

The  Court:    He  may  answer,  yes  or  no. 

A.    Yes. 

Q.     (By  Mr.  Brody):     With  whom? 

A.  I  advised  Mr.  Tremper  immediately  as  soon 
as  I  found  these  items. 

Q.     And  why  did  you  so  advise  him? 

Mr.  Moriarty:     Objected  to  as  immaterial. 

The  Court:  I  don't  know  the  purpose.  If  you 
represent  it  as  being  material  or  preliminary  to 
something 

Mr.  Brody:  The  purpose  for  which  it  is  offered, 
your  Honor,  is  to  show  the  significance  of  this  item 
brought  in  by  the  Government  to  the  accountant 
who  made  the  examination.  The  fact  that  I  have 
asked  him  if  he  communicated  with  anyone  he  calls 
the  senior  partner  in  his  firm — his  testimony  is  he 
called  immediately  upon  discovering  it 

Mr.  Moriarty:  It  is  long  after  the  thing  oc- 
curred— the  discovery. 

Mr.  Brody:  The  discovery  was  subsequent  to 
the  fact.   [1742] 

Mr.  Moriarty:     It  is  immaterial. 

The  Court:    I  will  sustain  the  objection. 

Q.  (By  Mr.  Brody)  :  Now,  have  you  made  any 
examination  from  the  books  and  records  of  Alpine 
Dairy  and  Issaquah  Creamery  as  to  the  amounts 
of  money  expended  during  the  years  1945  through 
1949  for  bookkeeping  and  clerical  personnel  at  those 
two  offices? 

Mr.  Moriarty:     Objected  to  as  immaterial. 
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The  Court:    Objection  overruled. 

A,  I  examined  the  payroll  records  for  the  years 
covered  by  the  indictment  for  the  months  of  May 
and  June  of  each  year,  as  they  were  fairly  typical 
months. 

Q.  (By  Mr.  Brody)  :  And  what  did  you  deter- 
mine in  May  and  June  of  1945  to  be  the  expendi- 
ture for  those  purposes  of  Alpine  Dairy? 

A.  In  May,  the  total  wages  paid  to  office  em- 
ployees was  $2,563.00;  in  June,  it  was  $2,475.00. 

Q.  Now,  taking  those  two  months  as  a  median 
for  the  year,  what  would  be  the  total  bookkeeping 
and  clerical  salaries  paid  by  Alpine  Dairy  during 
the  year  1945? 

Mr.  Moriarty:  We  renew  our  objection,  your 
Honor.  [1743] 

The  Court:     Objection  sustained. 

Mr.  Brody:  Your  Honor,  the  purpose  of  this 
testimony  would  be  to  show  that  extensive  expendi- 
tures were  made  on  the  part  of  the  Defendant  Fors- 
ter for  clerical  and  bookkeeping  assistance.  That  is 
something  which,  so  far  as  the  evidence  in  the  case 
is  concerned,  is  simply  buried  in  the  books.  It  goes 
clearly  to  his  intent. 

In  other  words,  the  fact  that  he  was  expending 
substantial  sums 

The  Court:  (Interposing)  I  presume,  if  you 
want  to  go  through  the  books  and  bring  it  out — I 
don't  think  testified  to  in  this  fashion  it  is  proper — 
in   of]io]'  wordp.  if  von  wish  to   eo  throu2:h  everv 
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month  and  think  it  is  material,  and  want  to  give 

every  item 

Mr.  Brody:  (Interposing)  Your  Honor,  this  is 
a  matter  such  as  your  Honor  inquired  about  this 
morning,  as  to  whether  any  of  this  testimony  could 
be  presented  more  readily. 

Mr.  Gorans  has  made  a  study  of  this  subject.  I 
can  present  him  with  the  books,  and  there  is  no 
question  his  examinations  are  parallel  to  the  books, 
and  he  can  state  in  summary  form  what  his  findings 
are. 

The  Court:  If  he  wishes  to  go  over  that  tonight 
and  give  the  answer  in  the  morning,  he  may.  [1744] 

Mr.  Brody:  Then,  when  he  concludes  his  testi- 
mony, we  will  wish  to  reserve  that  right  to  put  in 
that  testimony  through  Mr.   Gorans. 

The  Court:    Yes. 

Mr.  Brody:  Your  Honor,  will  the  same  ruling 
apply  to  Issaquah  Creamery — these  questions  now — 
as  to  Alpine? 

The  Court :  If  you  wish,  as  to  clerical  and  ]:)ook- 
keeping  expenses? 

Mr.  Brody :  As  to  clerical  and  bookkeeping  sala- 
ries for  the  indictment  years. 

The  Court:  I  don't  know  as  to  clerical,  unless 
it  is  part  of  the  bookkeeping  or  accounting  por- 
tion or  activities  of  the  people  involved. 

Mr.  Brody:  Well,  the  functions  were  mingled. 
At  a  place  such  as  Issaquah  Creamery,  it  is  difficult 
in  any  way  to  state  for  sure. 
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Mr.  Moriarty:  We  would  therefore,  renew  our 
objection  more  forcibly. 

The  Court:  Well,  if  you  wish  to  break  it  down 
on  cross-examination,  you  may  do  so,  and  I  sug- 
g'est  to  the  witness  that  in  going  over  the  figures, 
break  it  down  so  that  you  have  it  all  grouped, 
clerical,  bookkeeping,  clerical,  auditing,  so  that  you 
will  be  able 

The  Witness:  (Interposing)  I  can  clear  that 
[1745]  up  now  if  you  would  like. 

The  Court :    Do  you  know  it  ? 

The  Witness:    Yes. 

The  Court:    All  right. 

The  Yv^itness :  There  is  no  segregation  in  the  ac- 
counting records  between  clerical  and  bookkeeping, 
but  it  gets  down  to  your  basic  accounting  records 
that  you  start  with.  Your  start  with  clerical  em- 
ployees working  on  them,  and  it  is  built  up  from  the 
clerical  work  that  is  done,  so  that  you  get  down  to 
the  people  working  on  accounting  records,  or  infor- 
mation; Avhether  down  to  the  sales  slips  or  not  is 
still  accounting  work  and  it  results  in  the  final 
figures  that  go  into  the  general  ledger. 

Mr.  Brody:  Your  Honor,  the  witness  will  pre- 
pare his  testimony  and  be  subject  to  intensive  cross- 
examination,  I  am  sure,  by  Mr.  Moriarty. 

Q.  (By  Mr.  Brody)  :  Now,  have  you  made  a 
study,  Mr.  Gorans,  of  the  sums  paid  by  Mr.  Fors- 
ter's  enterprises  for  accounting  as  distinguished 
from  bookkeeping  services  during  the  indictment 
years  *? 
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Mr.  Moriarty:  Same  objection. 
The  Court:    The  question  now  is  whether  he 


Mr.  Brody:  (Interposing)  Whether  he  has 
made  [1746]  such  a  study. 

The  Court:    Yes.  Objection  overruled. 

A.    Yes. 

Q.  (By  Mr.  Brody) :  Now,  can  you  state  to 
whom  tiiose  sums  were  j^aid? 

A.     They  were  paid  to  Mr.  Taylor. 

Mr.  Moriarty:  We  renew  our  objection,  if  your 
Honor  please. 

The  Coui-t:    You  are  speaking  of  accounting? 

Mr.  Brody:  That  is  right,  accounting  services, 
and  asking  to  whom  those  sums  were  paid. 

The  Court:    Objection  overruled. 

Q.  (By  Mr.  Brody)  :  Will  you  state  your  an- 
swer, Mr.  Gorans'? 

A.     They  were  paid  to  Mr.  Taylor. 

Q.  And  can  you  state  how  much  was  paid  in  the 
year  1945  to  Mr.  Taylor? 

Mr.  Le  Sourd:     By  which  company? 

Mr.  Brody:  I  can  have  Mr.  Gorans  state  in  de- 
tail. 

The  Court:    This  is  by  all  companies  involved? 

Mr.  Brody:  That  is  correct;  by  all  Hans  Fors- 
ter  enterprises. 

Mr.  Le  Sourd:  There  were  some  that  haven't 
[1747]  even  been  mentioned  here,  and  I  think  the 
witness  ought  to  cite  for  each  comi)any  what  it  was. 

Mr.  Brody:  The  witness  can  state  the  company 
;nir'  the  amount  paid. 
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Q.  (By  Mr.  Brody  continuing)  :  Will  you  go 
ahead  for  the  year  1945,  Mr.  Gorans? 

A.  Alpine  Dairy,  $600;  Issaquah  Creamery, 
$600;  Arctic  Gardens,  Incorporated,  $200;  Finstad 
and  Utgard,  $600;  Apex  Farms,  there  was  nothing 
paid  there  in  1945;  Simonson  and  Forster,  $450; 
and  Renton  Ice  and  Ice  Cream  Company,  it  was 
$1200. 

Q.  Are  those  all  the — is  that  all  the  compensa- 
tion paid  in  1945  to  Mr.  Taylor? 

A.     So  far  as  I  could  determine. 

Q.  And  what  was  the  total  of  the  sums  paid  to 
Mr.  Taylor  in  1945?  A.     $3,650. 

Q.  Now,  will  you  state  in  detail  the  compensa- 
tion paid  to  Mr.  Taylor  in  the  year  1946? 

A.  Alpine  Dairy,  $600;  Issaquah  Creamery, 
$600;  Arctic  Gardens,  $600;  Finstad  and  Utgard, 
$600;  Apex  Farms,  $625;  Simonson  and  Forster, 
Renton  Ice  and  Ice  Cream  Company,  Hub  City 
Drug,  $200. 

Q.  What  was  the  total  amount  paid  to  Mr. 
[1748]  Taylor  in  the  year  1946? 

A.  In  addition  to  these  amounts,  there  was  the 
Washington  Athletic  Club  bills  paid  for  Mr.  Taylor 
by  either  Alpine  Dairy  or  Issaquah  Creamery  Com- 
pany. 

Q.     Do  you  know  the  sum? 

A.     And  that  amounted  to  $56.94  in  1946. 

Q.  And  what  is  the  total  of  these  sums  in  the 
year  1946?  A.     $5,081.94. 

Q.     Now,  will  you  plea.se  state  in  detail  for  the 
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year  1947  the  compensation  that  was  paid  by  Mr. 

Forster's  businesses  to  Mr.  Taylor? 

A.  Alpine  Dairy,  $600;  Issaquah  Creamery  was 
$600;  Arctic  Gardens  $650;  Finstad  and  Utgard, 
$600;  Apex  Farms,  $600;  Simonson  and  Forster, 
$600;  Hub  City  Drug,  $600;  Renton  Ice  and  Ice 
Cream,  $1200;  paid  to  the  Washington  Athletic 
Club  $102.07. 

Q.  What  was  the  total  of  these  payments  by 
Mr.  Forster  and  his  business  enterprises  for  the 
year  1947  to  Mr.  Taylor?  A.     $5,552.07. 

Q.  Vvlll  you  state  in  detail  what  the  payments 
were  ]jy  Mr.  Forster  and  his  businesses  in  the  year 
1948? 

A.  Alpine  Dairy,  $600 ;  Issaquah  Creamery  Com- 
pany was  $600;  Arctic  Gardens,  $500;  Finstad  and 
Utgard,  $600;  [1749]  Apex  Farms,  $600;  Simonson 
and  Forster,  $600;  Hub  City  Drug,  $600;  Renton 
Ice  and  Ice  Cream  Company,  $600 ;  payments  to  the 
Washington  Athletic  Club,  $151.82. 

Q.  And  what  is  the  total  of  those  payments  by 
Mr.  Forster  and  his  businesses  to  Mr.  Taylor  for 
the  year  1948?  A.     $4,901.82. 

Q.  And  will  you  state  in  detail  what  the  pay- 
ments were  by  Mr.  Forster  to  Mr.  Taylor  for  the 
year  1949? 

A.  Alpine  Dairy  was  $600;  Issaquah  Creamery 
Company,  $600;  Alpine  Ice  Cream,  $350;  Arctic 
Gardens,  $450.17 ;  Finstad  and  Utgard,  $600 ;  Apex 
Farms,  $600;  Simonson  and  Forster,  $600;  Hub 
City  Drug,  $600;  Renton  Ice  and  Ice  Cream,  $900; 
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payments  to  the  Washington  Athletic  Club,  $200.70. 

Q.  And  what  was  the  total  for  1949  of  the  sums 
paid  by  Mr.  Forster  businesses  to  Mr.  Taylor  for 
accounting  services'?  A.     $5500.87. 

Q.  Now,  have  you  made  a  study,  Mr.  Gorans,  to 
determine  the  amount  of  income  taxes  that  Mr. 
Forster  and  his  corporations  have  paid  to  the 
United  States  Government  through  the  year  1949? 

Mr.  Moriarty:     Objected  to  as  immaterial. 

The  Court:  Are  you  covering  the  total  [1750] 
period  from  the  beginning  of  payment  of  taxes? 

Mr.  Brody :  I  will  first  offer  in  evidence  the  total 
figure,  your  Honor. 

Mr.  Moriarty:    Are  there  any 

The  Court:  Unless  restricted  to  the  years  in- 
volved in  the  indictment,  I  don't  think  it  is  material. 

Mr.  Moriarty:     And  the  companies  involved. 

Mr.  Brody:  Well,  so  far  as  the  companies  in- 
volved in  the  indictment  are  concerned,  the  books 
and  records  of  numerous  comioanies  are  now  in 
evidence,  including  Finstad  and  Utgard,  Simonson 
and  Forster,  Renton  Ice  and  Ice  Cream  Company — 
companies  which  are  not  named  in  the  indictment. 

Within  the  scope  of  your  Honor's  ruling,  Mr. 
Gorans  can  give  detailed  information  concerning 
the  amount  of  Federal  Income  Taxes  paid.  It  is 
our  contention  that  insofar  as  books  and  records 
have  been  submitted  and  reflect  payments  of  in- 
onr]\n  ffiyea.  that  those  payments  should  be  admissi- 
l-iio  pf  ■^'his  T>oint. 
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The  Court:  On  the  period  covered  by  the  in- 
dictment. 

Mr.  Brody:  On  the  period  covered  by  the  in- 
dictment, your  Honor. 

Mr.  Moriarty:  But  any  returns  that  are  ma- 
terial, the  Government  has  as  evidence  and  they 
are  the  [1751]  best  evidence. 

Mr.  Brody:  I  do  not  know  if  the  Government 
has  submitted  all  returns  for  the  companies  whose 
books  and  records  are  now  in  evidence. 

Mr.  Moriarty:  In  any  event,  the  question  should 
be  confined  to  the  Issaquah  Creamery  Company  and 
Mr.  Forster's  personal  returns.  Otherwise,  they  will 
be  producing  other  matters  not  relating  to  the 
issue. 

The  Court:    Only  as  to  Mr.  Forster  now,  isn't  it? 

Mr.  Brody:  The  question  will  go  to  Mr.  Forster 
and  Mr.  Forster's  business  enterprises. 

The  Court :  I  don't  know  that  it  is  material  apart 
from  Mr.  Forster  and  the  Issaquah  Creamery  Com- 
pany. Business  enterprises  might — many  of  them, 
of  course,  are  included  in  his  personal  income  tax 
but 

Mr,  Brody:  (Interposing)  Alpine  Dairy  is.  How- 
ever, numerous  others  are  corporate  organizations. 

The  Court:  Well,  I  think  it  is  material  only  in- 
sofar as  Mr.  Forster  personally  is  concerned,  and 
his  personal  income  tax  is  the  subject  of  the  indict- 
ment, and  likewise,  Issaquah  Creamery. 

Mr.  Brody:  Are  we  not  entitled  to  show  the 
[17521   total   amoimt  of  taxes  paid  by  companies 
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whose  books  and  records  the  Government  has  of- 
fered in  evidence  as  showing  from  those  books  and 
records   the   amount   of   income   tax   paid   by   Mr. 

Forster  ? 

The  Court:    I  don't  see  the  materiality  of  it. 

Mr.  Brody:  Well,  the  probative  value  from  our 
standpoint  is  this: 

The  sum  will  naturally  be  a  very  large  sum  of 
money.  Hundreds  of  thousands  of  dollars. 

The  question  that  we  have  before  us  in  this  case 
is  a  question  of  intent.  Now,  if  a  taxpayer — and  we 
have  submitted  to  the  Court  our  position  that  Mr. 
Forster  was  not  highly  skilled  in  matters  of  book- 
keeping, accounting,  tax  returns,  and  tax  procedure 
and  tax  practice — if  a  taxpayer  pays  very  large 
sums  of  taxes  and  executes  returns  and  sees  the 
money  go  out  in  payment  of  those  taxes,  we  urge 
that  that  reflects  directly  upon  the  intent  of  the  tax- 
payer and  as  to  whether  or  not  he  believes  that  the 
amounts  of  money  that  he  is  paying  both  per- 
sonalh/  and  througli  corporations  which  he  owns  or 
controls  are  very  material  to  the  issue  in  this  case. 

Mr.  Griffin:  Upon  that,  if  the  Court  please,  the 
ii,,a:ures  are  in  evidence,  and  we  would  be  entitled 
to  read  them  to  the  Jury.  This  is  simply  reaching 
the  [1753]  ultimate  shortly  and  briefly,  because  I 
stated  in  my  opening  statement  the  taxes  paid  by 
these  Forster  enterprises  and  the  Government  put 
the  eA'idence  in  the  record.  We  are  summarizing 
them  over  all.  and  I  say,  in  all  fairness,  it  is  much 
simDl'^T  th;"^""^  'I'o  l>TiTrl'^"'i  ''"^i<^  Tiitv  v^i'^h  the  rendinoii' 
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from  the  various  documents  in  evidence,  and  then 
adding  up  the  total  taxes  paid,  and  it  all  goes  to 
the  matter  of  intent. 

Mr.  Moriarty:  It  is  not  an  issue,  if  your  Honor 
please,  as  to  these  other  companies,  and  we  do  not 
propose  to  put  anything  further  about  what  hap- 
pened to  their  income  taxes  and  their  returns. 

Mr.  Griffin :  They  have  introduced  from  the  other 
companies,  evidence  a:ffecting  intent  of  Mr.  Fors- 
ter.  That  is  the  only  purpose,  to  affect  intent  in 
not  x^aying  taxes.  The  books  are  in  evidence,  and 
we  propose  to  show,  if  we  may,  and  I  know",  in 
theory  at  least,  we  could  read  every  item  in  a  book 
'?!  evidence  to  the  Jury  that  they  have  put  in.  We 
don't  do  those  things  that  way,  and  I  appreciate  the 
Court  w^ould  not  permit  it. 

The  Court:  Insofar  as  the  answer  may  be  con- 
sidered as  representative  of  what  appears  in  evi- 
dence from  an  exhibit,  that  might  be  done. 

Mr.  Moriarty:  It  is  not  the  best  e^ddence.  Mr. 
Griffin  can  very  easily  pick  them  out,  and  read 
them  [1754]  at  the  proper  time. 

Mr.  Brody:  If  Mr.  Moriarty  wishes,  I  can  ask 
Mr.  Bell  to  collect  them  and  return  them  to  Mr. 
Gorans,  and  take  the  figures  down  and  read  them. 

Mr.  Moriarty:  This  is  another  way  of  putting 
evidence  in  that  is  already  in  before  the  Jury,  and 
lengthening  the  case. 

Mr.  Griffin:  The  lengthening  will  be  Mr.  Mori- 
arty's  idea  of  how  to  do  it. 

Mr.  Moriarty:    We  renew  the  objection. 
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The  Court:  If  the  situation  is  confined  to  tax 
returns  or  exhibits,  they  may  indicate  tax  years  in 
evidence. 

Mr.  Brody:     That  is  correct. 

The  Court:  The  witness  may  answer  in  that 
respect. 

Q.  (By  Mr.  Brody):  Well,  then,  I  will  ask, 
Mr.  Gorans,  if  you  can  state 

The  Court:  (Interposing)  He  is  more  or  less 
stating  what  the  exhibits  showed  for  the  purpose 
of  saving  time. 

Q.     (By  Mr.  Brody  continuing) :  if  you  can 

state  the  total  amount  of  Federal  Income  Taxes 
personally  paid  by  Mr.  [1755]  Forster  from  the 
years  1945  through  1949? 

A.  The  amoimt  of  taxes  shown  on  the  tax  re- 
turns filed  by  Mr.  Forster  total  $129,472.00  in  this 
five-year  period. 

Q.  l^ow,  can  you  state  for  the  years  1945  thru 
1949  the  total  amount  of  Federal  Income  Taxes  paid 
by  Issaquah  Creamery  Company? 

A.    $67,523.00. 

Q.  And  will  you  state  for  the  years  1945  thru 
1949,  the  total  amount  of  Federal  Income  Taxes 
paid  by  Finstad  and  Utgard? 

Mr.  Moriarty:  We  make  the  same  objection,  if 
your  Honor  please. 

The  Court:  This  is  limited,  Mr.  Gorans,  to  the 
books  and  records  in  evidence. 

The  Witness:    I  am  not  sure  the  tax  returns  for 
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Finstad  and  Utgard  are  in  evidence.  The  general 

ledgers  are  in  evidence. 

The  Court:    Does  that  have  them  in  there? 

The  Court:.   That  has  the  payments  in  there. 

Mr.  Brody:  The  general  ledger  is  in  evidence  as 
Defendants'  Exhibit  A-26,  and  which  supplies  the 
necessary  information. 

Mr.  Moriarty:  Did  your  Honor  rule  on  our  ob- 
jection? 

The  Court :  Yes ;  I  feel  it  is  in  the  interest  [1756] 
of  saving  time  to  point  out  by  one  who  is  familiar 
with  the  figures  what  the  exhibit  shows. 

^,Ir.  Brody:  I  can  also  state  that  Plaintiff's  Ex- 
hibits 17  thru  21  are  the  tax  returns  for  Finstad 
and  Utgard  for  the  years  1945  through  1949. 

A.  Finstad  and  Utgard  paid  a  total  of  $23,319 
in  income  taxes  during  this  period. 

Q.  (By  Mr.  Brody)  :  Will  you  state  the  amount 
of  Federal  Income  Taxes  paid  by  Simonson  and 
Forster  for  the  years  1945  thru  1949? 

The  Court:     And  show  us,  if  you  have  that. 

Mr.  Brody:  The  Simonson  and  Forster  ledger 
is  in  evidence,  your  Honor.  I  am  looking 

Mr.  Moriarty :  Simonson  and  Forster  returns  for 
1947,  1948  and  1949  are  in  evidence. 

Mr.  Brody:  In  evidence  as  Plaintiff's  Exhibits 
22,  23  and  24. 

Mr.  Moriarty:  Then  the  testimony  should  be 
limited  to  these  three  years. 

Mr.  Brody:  I  will  attempt  to  find  the  reference 
to  the  G-euoral  ledger  which  may  clarify  this.  The 
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ledger  of  Simonson  and  Forster,  1945  through  l*^^^f), 

is  Plaintiff's  Exhibit  220. 

A.  Simonson  and  Forster  paid  $1,701.00  in  taxes 
[1757]  during  this  period. 

Q.  (By  Mr.  Brody)  :  Now,  will  you  state  the 
total  amount  of  Federal  Income  Taxes  paid  by  the 
Renton  Ice  and  Ice  Cream  Company  from  1945 
through  the  fiscal  year  ending  July  31,  1949,  as 
shown  by  the  tax  returns  which  are  in  evidence  as 
Plaintiff's  Exhibit  25  thru  29,  inclusive? 

A.     $18,608.00. 

Q.  Now,  can  you  state  what  Federal  Income 
Taxes  were  paid  by  Apex  Farms,  Incorporated,  in 
the  years  1947  and  1949  as  shown  by  the  income  tax 
returns,  Plaintiff's  Exhibits  30  and  31? 

A.     1947  and  1949? 

Q.     1947  and  1949. 

A.  In  1949,  they  had  a  loss;  in  1947,  they  paid 
$3,181.91. 

Q.  And  will  you  state  the  full  amount  of  Fed- 
eral Income  Tax  paid  by  Alpine  Ice  Cream  Com- 
pany for  the  year  1949  as  shown  by  its  income  tax 
return.  Plaintiff's  Exhibit  15  ?  A.     $3,963.41. 

Q.  And  now,  will  you  total  the  figures  which 
you  have  just  given  us? 

A.     The  total  amount  is  $247,761.00. 

Mr.  Brody:     No  further  questions,  your  Honor. 

The  Court:  Would  it  be  more  orderly  for  the 
Government  to  cross-examine  or  for  the  other  de- 
fendants to  proceed? 

Mr.  Cox :    Yf e  would  prefer  the  first,  your  Honor. 
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The  Court:    All  right. 

Mr.  Patten:    We  would  be  ready. 

The  Court:  The  Government  may  cross-examine 
and  the  other  defendants  and  the  Government  may 
have  cross  on  that,  and  then  redirect.  Is  that  agree- 
able with  all  counsel?  I  believe  that  would  be  most 
orderly. 

Cross  Examination 

Q.  (By  Mr.  Patten) :  Mr.  Gorans,  in  arrang- 
ing your  papers,  we  will  just  talk  about  Issaquah 
Creamery  Corporation. 

You  have  testified  that  the  books  and  records  of 
the  Issaquah  Creamery  Company  for  the  years 
1945,  1946  and  1947  and  1948  and  1949  do  not  ac- 
curately reflect  the  income  of  that  business,  is  that 
correct?  A.     That  is  correct. 

Q.  You  base  your  conclusion,  as  I  recall  your 
testimony,  upon  three  principal  things: 

Your  observation  of  conditions  during  the  sum- 
mer of  1950;  your  examination  of  the  summary 
books  which  are  in  evidence;  your  examination  of 
certain  subsidiary  records,  and  your  experience  as 
an  accountant.   [1759] 

Does  that  adequately  summarize  the  basis  of  your 
conclusion,  sir*? 

A.  There  are,  in  addition  to  that,  there  are  some 
of  the  underlying  iuA^oices  and  so  forth  that  were 
sent  to  the  company. 

Q.     I  said  the  subsidiary  records. 

A.     Yes,  including  those. 

Q.     They  could  be  called  subsidiary  records'? 
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A.     Yes. 

Q.  The  summary  records  in  general  are  in  evi- 
dence, are  they  not  ?  A.     Right. 

Q.  The  host  of  subsidiary  records  in  many  in- 
stances are  not  in  evidence,  is  that  right? 

A.    Right. 

Q.  I  believe  it  is  clear  that  you  were  not  actu- 
ally physically  present  at  the  Issaquah  Creamery 
Company  at  any  time  during  these  years? 

A.     No,  I  was  not  there. 

Q.  Now,  Mr.  Gorans,  you  further  testified  that 
the  books  and  records  of  the  Issaquah  Creamery 
Company  for  the  years  1945  to  1949,  inclusive,  were 
so  inaccurate  that  in  your  opinion,  a  correct  income 
tax  return  could  not  have  been  prepared  from  those 
books?  A.    Yes.   [1760] 

Q.  You  mentioned,  as  an  example  of  these  inade- 
quacies— inaccuracies  and  inadequacies — I  will  men- 
tion what  I  recall — the  fact  that  the  actual  cash  on 
hand  was  out  of  balance  with  the  cash  shown  in  the 
books  referring  now  to  the  general  ledger? 

A.    Yes. 

Q.     And  what  was  that  amount,  sir? 

A.     The  amount  that  it  was  out  of  balance? 

Q.  Yes ;  that  is  cash  on  hand,  out  of  balance  with 
the  general  ledger? 

A.     According  to  the  records,   $4,742.68. 

Q.  That  is  the — there  was  more  cash  on  hand 
than  was  shown  on  the  general  ledger? 

A.  No,  there  was  less  cash  on  hand  than  shown 
on  the  a:enpr?l  ledeer. 
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Q.     You  mentoined 

The  Court:  (Interposing)     What  date  was  this? 

Mr.  Patten:    That  is  in  1950. 

The  Witness:    AVell,  it  was  December  31,  1949. 

Q.  (By  Mr.  Patten)  :  I  believe  you  also  men- 
tioned that  at  the  time  of  your  investigation — that 
was  about  May,  wasn't  it? 

A.     It  started  on  the  first  day  of  May. 

Q.  That  the  Company  bank  accounts  were  not 
reconciled  with  the  bank  balances  shown  in  the 
general  [1761]   ledger,  I  believe? 

A.     It  would  not. 

Q.  And,  to  the  ]:)est  of  your  judgment,  that  lack 
of  balance  had  existed  for  some  time? 

A.  I  was  informed  that  it  had  not  been  balanced 
for  a  good  many  years. 

Q.  And  what  was  the  amount  by  which  the  fig- 
ures did  not  reconcile? 

A.     I  can  give  you  the  figure  at  April  30th. 

Q.     Yes.  A.     $4,497.41. 

Mr.  Keesling:  "These  figures,"  are  you  referring 
to — what,  by  "these  figures"? 

Mr.  Patten:  We  are  referring  to  the  difference 
between  the  bank  account  of  Issaquah  Creamery  in 
the  Washington  State  Bank  as  shown  at  the  bank 
and  the  balance  in  that  account  as  shown  in  the 
general  ledger. 

Mr.  Keesling:     All  right. 

Q.  (By  Mr.  Patten) :  And  was  that  over  or 
under?  Did  the  general  ledger  show  more  or  the 
bank  less? 
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A.  The  bank  showed  the  greater  amount;  the 
general  ledger  was  understated. 

Q.  What  is  the  net  difference  in  those  figures, 
sir,  when  you  combine  the  cash  in  the  underage  or 
the  cash  in  the  banks  with  the — I  mean  the  under- 
age of  the  cash  [1762]  in  the  box,  so  to  speak,  and 
overage  of  cash  at  the  bank?  A.     $245.27. 

Q.  $245.27;  noAV,  the  date  of  your  examination 
was  in  May,  1949.  A.     Right. 

Q.    Now 

Mr.  Griffin:    Wait  a  minute.  1950. 

The  Witness:     1950,  excuse  me. 

Q.  (By  Mr.  Patten)  :  Now,  if  this  difference, 
$245.27  had  been  reconciled — offset — as  of  Decem- 
ber 31,  1949,  or  taken  back  into  balance  as  of  De- 
cember 31,  1950,  it  would  not  have  affected  income, 
would  it  f 

The  year-end  income  —  the  monthly  charge  at 
year- end  ? 

A.  It  could  have  affected  it  to  the  extent  of 
this  difference. 

Q.  I  say,  if  it  had  been  in  balance — if  this  $247.27 
difference  had,  hy  some  means,  been  taken  care  of 
as  of  December  31,  1949,  by  an  offsetting  item,  it 
wouldn't  have  affected  income? 

I  am  not  trying — I  am  asking  for  information — 
I  am  not  trying  to  confuse  you,  sir. 

A.     Well,  the  only  way  I  can  see [1763] 

Q.  (Interposing)  :  Maybe  I  can  make  a  hypo- 
thetical question — if  the — if,  on  December  31,  1949, 
you  had  been  over  in  your  cash  in  the  box  $1,000 
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and   under   on   your   cash   in   bank    of    $1,000,    it 

wouldn't  have  affected  income? 

A.    No. 

Q.     It  would  wash  out? 

A.     It  would  wash  out. 

Q.  And  if,  on  December  1,  1950,  you  had  been 
over  cash  in  the  box  and  under  in  the  ])ank,  it 
would  have  washed  out  and  not  affected  income? 

A.     It  would  not  have  affected  income. 

Q.  Thank  you;  now  to  return  to  our — that  was 
digression — and  now  to  return  to  your  statement 
of  defects  and  inadequacies  in  the  books  and  rec- 
ords of  the  Issaquah  Creamery  Companj^,  I  believe 
you  have  stated  there  were  no  inventory  records; 
is  that  correct? 

A.     None  that  we  could  locate. 

Q.  And  you  did  make  a — was  there  a  physical 
inventory  made  in  May,  1950?  A.     Yes. 

Q.     And  what  was  the  result  of  that  inventory? 

A.     Do  you  want  the  amount  of  the  inventory? 

Q.  The  amount  of  the  discrepancy  in  the  inven- 
tory. 

A.  Well,  there  was  no  way  of  determining  whe- 
ther there  was  discrepancy  or  not.  We  took  a  phy- 
sical [1764]  inventory. 

Q.  Was  there  an  inventory  record  in  the  general 
ledger  ? 

A.  There  was  a  figure  entered  in  the  general 
ledger  which  supposedly  representing  the  inventory 
as  of  December  31,  1950. 

Yes,  sir;  but  you  had 
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Mr.  Griffin  (Interposing) :     1949. 

The  Witness :     Or,  1949. 

Q.  (By  Mr.  Patten  continuing)  :  So  that  you 
had  no  figure  really  to  compare  inventory  with  at 
the  time  you  took  it?  A.     No. 

Q.  What  was  your  inventory  at  the  time  you 
took  it?  A.    $60,594.82. 

Q.  Now,  what  was  the  inventory,  the  next  pre- 
ceding book  inventory,  that  you  had?  The  book  in- 
ventory for  the  next  date? 

A.     January  1st  of  $22,978.90. 

Q.  You  were  not  able  by  reconstructing  pur- 
chases in  sales  to  build  up  a  figure  to  make  the 
comparison,  were  you? 

A.  It  would  be  impossible  to  do  in  a  manufac- 
turing plant.  [1765] 

Q.  I  believe  you  also  stated  that  accounts  pay- 
able had  not  been  reconciled  nor  overstated? 

A.     Right. 

Q.  I  believe  you  stated  that  the  milk  purchase 
ledger  overstated  actual  purchases,  is  that  correct? 

A.    Right. 

Q.  Were  these  the  principal  defects  which  you 
observed,  sir,  and  determined? 

A.     They  were  the  major  defects. 

Q.  I  believe  that  you  mentioned  that  there  were 
certain  minor  deficiencies  in  the  records  which  you 
also  observed? 

A.     (Witness  nodded  in  the  affirmative.) 

Q.     Now,   among  the   minor   deficiencies   of   the 
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records  of  Issaqiiah  Creamery,  did  you  find  a  fail- 
ure to  report  receijots  from  sales  ? 

A.     Yes. 

Q.  You  found  that  the  corporation  sold  certain 
products  and  did  not  enter  those  sales  in  the  l^ooks, 
did  you  not  % 

A.  We  didn't  find  any  in  the  examination  of  the 
Issaquah  records,  but  in  other  records  that  were 
examined,  that  was  determined. 

Q.  Yes,  sir ;  now,  which  were  these  other  records 
which  you  examined  by  which  you  determined  that 
all  the  [1766]  receipts  were  not  being  entered  in 
the  books? 

A.     Account  198  in  the  Washington  State  Bank. 

Q.     That  is  Exhibit  55  here  in  evidence? 

A.  I  don't  know  the  number,  but  I  know  it  is 
in  evidence  here. 

Q.  Did  you  compute  the  total  amount  of  omitted 
receipts  for  the  years  1945  and  1949? 

A.     I  do  not  recall  doing  it,  myself. 

Q.     Would  it  show  in  your  reports,  sir? 

A.     No. 

Q.  Would  any  of  the  people  working  imder  you 
do  that? 

A.  You  are  talking  about  the  total  omitted  re- 
ceipts ? 

Q.     Total  omitted  receipts. 

A.     Of  Issaquah  Creamery  Company. 

Q.  Of  Issaquah  Creamery  Company,  for  the 
year  1945  to  1949. 

A.     I  don't  recall  anyone  in  our  firm  doing  that. 
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I  think  that  Mr.  Brody  made  some  computation  or 
examined  the  deposits  in  Account  198  to  determine 
the  amount  that  probably  should  have  been  income 
to  Issaquah  Creamery  Company  and  I  think  that 
that  is  in  evidence. 

Q.  That  is  in  evidence;  and  you  have  no  reason 
to  doubt  the  correctness  of  those  figures?  [1767] 

A.     (Witness  nodded  in  the  negative.) 

The  Court:  When  you  say  '^that",  you  are  refer- 
ring to? 

Mr.  Brody:  I  believe  it  refers  to  Exhibit  250; 
is  that  correct? 

Mr.  Patten:  250,  is  that  correct?  I  was  referring 
to  our  stipulation,  and  the  analysis  included  both 
Alpine  and  Issaquah. 

Mr.  Cox:     238. 

Mr.  Griffin:    The  Brody  analysis  is  250. 

Mr.  Patten:  250;  could  I  have  Exhibit  238, 
please,  sir? 

(Whereupon,  document  was  handed  to  Mr. 
Patten  by  the  Clerk.) 

Q.  (By  Mr.  Patten)  :  This  is  the  —  that  has 
been  stipulated  to  be  the  receipts  which  were  omit- 
ted ?  A.    Yes. 

Q.     You  haven't  totalled  those,  have  you,  sir? 

A.     No,  I  haven't  totalled  them. 

Mr.  Griffin:  By  "that",  again,  you  are  refer- 
ring to? 

Mr.  Patten:     238. 

The  AYitness:     This  is  238. 

Mr.    Griffin:      May   I   have   that   question   read 
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[1768]  that  counsel  just  asked,  if  the  Court  please? 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  Griffin:  I  thought  it  referred  to  checks  and 
not  receipts.  There  is  a  stipulation  in  regard  to 
specific  checks. 

Q.     (By  Mr.  Patten)  :     Do  you  know 

Mr.  Patten:  "Specific  checks  made  payable  to 
Issaquah  Creamery  not  recorded  in  corporate  books 
and  deposited  to  Hans  Forster's  personal  savings 
account",  to  be  exact. 

Mr.  Griffin:     198? 

Mr.  Patten:     It  doesn't  say. 

Q.  (By  Mr.  Patten  continuing) :  You  have 
stated  that  you  were  familiar  with  the  handwriting 
of  Mr.  Hans  Forster,  I  believe? 

A.  I  am  familiar  with  his  signature  to  the  doc- 
uments. I  am  not — I  don't  recall  having  seen  very 
many  of  them. 

Q.  Have  you  examined  the  deposit  slips  by 
which — covering  the  deposit  of  these  items  to  Ac- 
count 198? 

A.    No,  I  have  not  examined  those  deposit  slips. 

Q.  Now,  when  was  the  first  time  you  went  to 
Issaquah  Creamery  and  met  Mr.  Forster? 

A.     It  was  on  May  1,  1950. 

Q.  Now,  when  did  you  become  acquainted  with 
the  existence  of  Account  198  ? 

A.  I  think  there  was  reference  made  to  the  fact 
that  a  savings  account  was  maintained  at  the  Wash- 


574  Hans  Forster  vs. 

(Testimony  of  Gerald  E.  Grorans.) 

ington  State  Bank  in  this  memorandum  that  Mr. 

Forster  prepared  which  I  referred  to  on 

Mr.  Brody  (Interposing)  :  You  mean  Mr.  Trem- 
per. 

A.     (Continuing) :    a  few  days  before  going 

to  Issaquah. 

Q.  (By  Mr.  Patten)  :  Do  you  mean  Mr.  Trem- 
per?  A.     Mr.  Tremper. 

Q.     Is  that  the  memorandum  which  was 

Mr.  Patten:     May  I  see  Exhibit  33? 

The  Clerk:     Plaintiff's  or  Defendants"? 

Mr.  Patten:     Defendants'. 

The  Clerk:    A-33;  it  wasn't  offered. 

The  Court:  It  was  just  marked  for  identifica- 
tion. 

Mr.  Patten:     Yes,  sir.  A-33. 

Q.  (By  Mr.  Patten) :  Do  you  have  a  copy  of 
the  memorandum?  Did  Mr.  Tremper's  memoran- 
dum mention  that  business  receipts  had  been  [1770] 
deposited  in  account  198? 

A.  No,  all  it  stated,  as  I  recall,  was  the  fact 
that  Mr.  Forster  had  a  savings  account  in  the 
Washington  State  Bank.  That  is  all  it  said. 

Q.  When  did  you  find  that  receipts  of  Issaquah 
Creamery  Company  were  being  deposited  in  Ac- 
count 198? 

A.  It  couldn't  have  been  until  after  a  conijolete 
analysis  of  the  deposit  was  made. 

Q.     And  when  was  that? 

A.  That  was  done  the  latter  part  of  August, 
1950. 
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Q.  Can  you  tell  the  Court  and  Jury  the  means 
by  which  you  have  discovered  that  business  receipts 
have  been  deposited  in  this  account? 

A.  I  didn't  work  on  this  myself.  The  other  peo- 
ple in  the  firm  worked  on  it,  and  the  information 
that  they  developed  was  made  available  to  me.  They 
have  explained  to  me  how  they  obtained  the  in- 
formation, and  that  was  done  by 

Mr.  Keesling  (Interposing) :  Objected  to  as  hear- 
say. 

The  Court:     I  didn't  hear  you. 

Mr.  Keesling:  Objected  to  as  hearsay,  as  to  what 
was  told  to  him. 

The  Court:  Has  he  stated  anything  that  was 
done?  He  stated  how  he  secured  some  information. 

Mr.  Patten:  I  frankly  don't  know  what  his  an- 
swer will  be. 

Mr.  Keesling:    He  said  it  was  ''explained  to  me". 

Q.  (By  Mr.  Patten)  :  I  gather  you  were  refer- 
ring  

The  Court  (Interposing)  :  The  question  was  how 
he  found  out  about  some  business  receipts  being 
deposited  to  account  198;  is  that  it? 

Mr.  Patten :    Yes,  sir. 

The  Witness :     Correct. 

The  Court:  Now,  he  is  explaining  how  he  found 
out.  If  there  is  any  motion  to  be  made  following 
that,  you  may  do  so. 

A.  The  explanation  was  made  to  me  that  there 
were  two  or  three  members  of  our  firm  went  to  the 
bank  at  Issaquah,  and  sorted  through  the  deposit 
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slips  locating  deposit  slips  to  this  account  198  after 
they  had  located  deposit  slips  they  started  attempt- 
ing to  locate  these  deposit  slips  on  micro-film,  and 
along  with  that,  the  various  checks  deposited  were 
also  micro-filmed,  and  in  reviewing  these  records, 
they  obtained  a  fairly  complete  transcript  of  the 
various  checks  deposited  in  this  account.  It  took 
them  about  two  weeks  to  obtain  that  information. 

The  Court:  This  testimony.  Ladies  and  Gentle- 
men of  the  Jury,  Mr.  Gorans  is  telling  how  he  se- 
cured the  information.  That  is  offered  not  for  the 
truth  of  what  is  stated,  but  merely  to  explain  how 
he  secured  it.  I  think  that  covers  your  objection. 

Q.  (By  Mr.  Patten)  :  Mr.  Gorans,  do  you  have 
just  any  approximate  idea  of  the  amount  of  busi- 
ness receipts  deposited  in  account  198  during  the 
period  of  time  covered  by  the  Indictment  ?  I  am  not 
interested   in   an   accurate   figure. 

A.  I  have  never  even  attempted  to  get  how  much 
was  in  there. 

Q.     We  can  say  it  was  a  very  large  figure. 

Mr.  Brody:  We  will  object  to  the  question  in 
view  of  the  answer  of  the  witness,  your  Honor. 

Mr.  Patten:  I  will  withdraw  it.  We  will  not 
wait  for  you  to  add  them  up. 

Q.  (By  Mr.  Patten)  :  Mr.  Gorans,  I  would  ap- 
preciate your  telling  the  Court  and  Jury  something 
about  the  accounting  system  in  effect  at  Issaquah 
Creamery  Company  in  the  years  1945  to  1949.  My 
question,  of  course,  is  limited  to  the  basis  of  your 
knowledge.  For  this  purpose,  I  would  like  to  take 


United  States  of  America  bll 

(Testimony  of  Gerald  E.  Gorans.) 

a  charge  sale.  Do  you  happen  to  know  the  unit  by 

[1773]  which  butter  is  sold'? 

A.     It  is  sold  by  the  pound. 

Q.  The  way  you  and  I  buy  it;  but,  wholesale, 
how  is  it  sold? 

A.  I  still  think  it  is  by  the  pound,  so  far  as 
I  know. 

Q.  Well,  all  right;  suppose  a  customer,  during, 
we  will  say,  the  year  1946,  ordered  100  pounds  of 
butter.  The  butter  is  taken  out  of  the  warehouse 
at  Issaquah  and  delivered  to  him.  What  record  was 
made  of  that,  at  that  point,  if  any? 

A.  Well,  usually  there  would  be  a  sales  slip 
prepared. 

Q.  A  sales  slip;  now,  how  many  copies  were 
made  of  that  sales  slip? 

A.  I  am  not  sure;  it  was  either  two  or  three 
copies. 

Q.  The  original  of  the  copy  was  delivered  to  the 
customer,  along  with  the  butter;  is  that  it? 

A.     I  think  so. 

Q.  And  you  don't  know  exactly  what  happened 
to  the  one  or  two  others  left? 

A.  Well,  generally,  they  would  be  the  basis  for 
making  the  entry  to  record  the  sale  and  to  record 
the  accoimt  receivable.  [1774] 

Q.  Would  that  be  posted  to  the  account  receiv- 
able from  the  sales  slip? 

A.  Well,  it  could  have  been.  I  don't  know  whe- 
ther it  was  or  not. 

Q.     Now,   suppose  a  few  days  later,  this  same 
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customer  ordered  200  pounds  of  butter.  Would  the 

same  record  be  made? 

A.  I  think  the  same — the  sales  slips  would  be 
prepared. 

Q.  One  or  two  copies  made,  and  the  copies  kept 
at  Issaquah;  were  the  sales  slips  numbered  numer- 
ically? 

A.     I  don't  know;  I  don't  remember. 

Q.  Now,  how  were  these  records  kept,  so  that 
at  the  end  of  the  month,  or  whatever  billing  period 
they  used,  Issaquah  Creamery  would  know  to  bill 
this  particular  customer  for  300  pounds  of  butter; 
do  you  know? 

A,     They  had  the  accounts  receivable  record. 

Q.  I  am  not  clear  myself.  Was  the  accounts  re- 
ceivable record  posted  from  sales  slips  or  invoices? 

A.  Well,  your  sales  slip  and  invoice  is  the  same 
thing;  what  you  refer  to  as  a  sales  slip  is  also  an 
invoice. 

Q.  That  is  correct;  but  many  firms,  and  did 
Issaquah  Creamery,  bill  monthly  for  certain  cus- 
tomers instead  of  billing  for  each  delivery?  [1775] 

A.  So  far  as  I  know,  there  was  practically  no 
billing  with  delivery  unless  it  was  someone  that 
did  not  have  a  credit  standing. 

Q.  So  that,  at  the  end  of  the  month,  they  would 
send  him  an  invoice  or  billing;  what  is  the  next 
step  in  the  billing  period? 

A.  It  is  purely  to  make  a  transcript  of  the  in- 
formation contained  on  the  accounts  receivable  side 
and  send  it  to  the  customer. 
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Q.     And  that  would  be  an  invoice  of  the  billing? 

A.     No,  that  would  be  a  statement. 

Q.  That  would  be  a  statement;  and  would  be 
compiled  from  the  sales  slip  which  had  been  posted 
to  the  accounts  receivable?  A.     Right. 

Q.  And  what  other  entries  would  be  made  at  the 
time  the  statement  is  sent  to  the  customer  ? 

A.     None;  there  would  be  no  other  record  made. 

Mr.  Le  Sourd:    I  didn't  get  that  last  answer. 

Q.     (By  Mr.  Patten) :     No  other  posting? 

A.     No. 

Q.  Now,  were  these  invoices,  or  billings,  or  state- 
ments, or  whatever  we  might  choose  to  call  them — 
I  believe  you  say  statements — is  that  the  coiTect 
term  [1776]  for  them.  A.     A  statement. 

Q.     A  monthly  statement? 

A.     A  statement  of  account. 

Q.  Were  they  numbered  serially,  or  was  there 
any  control  over  them?  A.     No,  none. 

Q.  Now,  you  have  mentioned  that  the  sales  slips 
were  posted  to  an  accounts  receivable  ledger.  Would 
you  tell  us  the  purpose  of  an  accounts  receivable 
ledger  ? 

A.  It  is  purely  to  keep  a  record  of  the  amomit 
that  your  customers  owe  you. 

Q.     Of  what  you  sold  them? 

A.  What  you  sold  them,  and  what  they  haven't 
paid. 

Q.  What  they  have  paid,  and  what  they  haven't 
paid ;  is  that  the  purpose  ? 

A.     That  is  correct. 
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Q.  Now,  we  will  assume  on  the  20tli  of  the  fol- 
lowing month,  a  check  is  received  from  this  cus- 
tomer in  payment  of  the  300  pounds  of  butter. 
Could  you  tell  the  Jury  and  the  Court  what  hap- 
pens then;  what  entries  are  made  in  the  record, 
and  what  records  are  made  or  were  made  during 
the  years  1945  to  1949? 

Mr.  Keesling:  I  object  to  the  form  of  the  ques- 
tion. He  asks  what  records  were  made  in  these  rec- 
ords. [1777]   It  is  part  hypothetical  and  part  not. 

Mr.  Patten:     I  will  rephrase  it. 

Q.  (By  Mr.  Patten) :  Assuming,  in  a  hypo- 
thetical situation,  that  a  hypothetical  company  with 
books  exactly  as  those  existing  at  Issaquah  Cream- 
ery during  the  years  1945  to  1949,  and  assuming 
that  the  20th  of  the  month,  an  item  in  payment  of 
300  i^ounds  of  butter  was  received,  how  would  that 
be  entered  in  these  books? 

The  Court:     This  is  purely  hypothetical? 

Mr.  Patten:    Yes,  sir;  I  go  all  the  way. 

Mr.  Griffin:     Even  the  payment. 

Q.  (By  Mr.  Patten  continuing)  :  The  check  ar- 
rives in  the  mail;  what  would  be  entered? 

A.  Well,  there  would  be  the  check  received,  it 
would  be  entered  in  cash  receipts. 

Q.     In  a  cash  receipts  journal? 

A.  Well,  first  of  all,  I  think  that  they  made  up 
a  slip  of  paper  indicating  that  so  many  dollars  was 
received,  and  who  it  was  received  from. 

Q.     That  would  be  called  a  credit  slip? 

A.     That  would  be  called  a  credit  slip. 
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Q.  Let's  stop  right  there,  now.  What  was  done 
with  this  credit  slip"?  [1778] 

A.  The  credit  slip  was  given  to  the  person  who 
posted  Accounts  Receivable  to  make  an  entry  in 
the  accounts  receivable  card. 

Q.     To  show  that  the  customer  paid  thaf? 

A.     To  show  that  it  was  received. 

Q.  Now,  what  was  the  next  place  the  check  was 
entered  ? 

A.  The  check  was  turned  over  to  the  cashier, 
and  recorded  on  the  deposit  slip,  and  included  in 
the  total  receipts  of  money. 

Q.    Was  there  a  receipts  journal? 

A.     Not  by  individual  items,  no. 

Mr.  Griffin:     I  didn't  get  the  last  answer. 

The  Witness:  There  was  not  a  journal  to  record 
receipts  by  individual  item. 

Q.  (By  Mr.  Patten)  :  Well,  what  happened  to 
the  check?  A.     Deposited  in  the  bank. 

Q.     Which  bank?  The  company  bank  account? 

A.     Washington  State  Bank, 

Q.     The  company's  account? 

A.     The  company's  account. 

Q.  And  what  is  the  purpose  of  the  company's 
bank  account? 

A.  To  record  receipts  of  the  company  and  also 
to   [1779]  make  disbursements  for  the  company. 

Q.  Now,  with  reference  to  the  checks  which  are 
shown  on  Exhibit  238  here,  will  you  explain  to  the 
Jury  which,  if  any,  of  the  steps  which  you  have 
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described,  were  omitted  with  reference  to  those  re- 
ceipts ? 

Mr.  Griffin:     If  he  knows. 

Q.     (By  Mr.  Patten  continuing)  :     If  you  know. 

A.     I  don't  know  which  ones  were  omitted. 

Q.  Did  you  find,  in  the  course  of  your  examina- 
tion of  the  subsidiary  records,  any  sales  slips  re- 
lating to  any  of  the  sales  on  Exhibit  238? 

A.    I  never  looked  for  any. 

Q.  Did  you  find  any  invoices  relating  to  any  of 
the  transactions  on  this — or  any  of  the  sales  shown 
on  this  piece  of  paper.  Exhibit  238? 

A.    Well,  again,  I  didn't  look  for  any  of  them. 

Q.  Did  you  find  any  posted  to  the  accounts  re- 
ceivable, relating  to  any  of  these  transactions? 

A.     Again,  I  didn't  look  for  any  of  these. 

The  Court:    What  was  the  last  item? 

Mr.  Patten:     He  didn't  look  for  any. 

The  Court:     "Any" — what  was  it? 

Mr.  Patten:    Postings  to  the  accounts  receivable. 

Q.  (By  Mr.  Patten)  :  Did  you  find  any  of  these 
payments  credited  to  accounts  receivable? 

Mr.  Griffin:  If  the  Court  please,  I  thought  that 
exhibit  was  a  stipulation  and  it  was  stipulated  they 
were  not  entered  on  the  books. 

Mr.  Patten :  That  is  correct.  I  was  thinking  with 
such  a  host  of  exhibits  here  if  the  controls  were 
so  inadequate,  maybe  mistakenly  some  of  these  items 
might  have  gotten  in  some  of  these  records. 

Q.  (By  Mr.  Patten)  :  Did  you  find  any  of  those 
posted  to  the  journals? 
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A.    Again,  I  didn't  look  for  any  of  them. 

Q.  In  your  opinion  as  an  expert  accountant,  if 
you  had  looked  for  them,  would  you  have  found 
them? 

Mr.  Brody:    We  will  object  to  that,  your  Honor. 

Mr.  Patten:  I  think  it  is  a  typically  fair  ques- 
tion. 

The  Court:  AVlien  the  witness  speaks  of  these 
figures,  is  he  regarding  them  as  stipulated  figures, 
or  what? 

Mr.  Patten:  Exhibit  238;  the  receipts  of  certain 
sales  listed  in  Exhibit  238. 

Mr.  Brody:  If  he  accepted  the  stipulation,  there 
[1781]  is  no  question. 

Mr.  Patten :  No  question  they  were  not  reported, 
but  is  there  eiTor? 

Mr.  Keesling:  I  object  because  he  said  he  didn't 
look. 

The  Court:  He  is  being  asked  as  an  expert.  The 
thing  that  is  vague  to  me  is  whether  he  regards 
them  as  unposted  items,  and  accepts  them  as  that. 
Is  that  what  the  question  is? 

Mr.  Patten:  Yes,  sir;  unreported  items  which 
were  not  recorded  in  the  books  of  Issaquah  Cream- 
ery Company  and  were  deposited,  as  Mr.  Griffin 
said,  in  account  198. 

The  Court:  Well,  if  they  are  accepted  as  unre- 
corded, why,  obviously,  he  wouldn't  find  them. 

Mr.  Patten :  I  think  I  have  a  point,  your  Honor, 
lliat  if  this  is  the  result  of  carelessness  or  inadver- 
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tent  handling  that  many  items — some   of   them— ^ 

would  have  gotten  in  the  wrong  place. 

Mr.  Griffin :  We  concede  they  all  got  in  the  wrong 
place,  and  have  so  conceded  from  the  start. 

Q.  (By  Mr.  Patten)  :  Mr.  Gorans,  there  are 
numerous  checks  on  Exhibit  238  here,  sir.  Did  you 
find  any  of  those  checks  listed  on  the  deposit  slips 
of  the  Issaquah  Creamery  Company?  [1782] 

Mr.  Brody:  The  witness  said  he  did  not  examine 
the  deposit  slips,  your  Honor. 

Q.  (By  Mr.  Patten  continuing)  :  Mr.  Forster's 
deposit  sli^DS,  you  did  not? 

A.  I  did  not  examine  the  deposit  slips  of  Issa- 
quah Creamery  Company,  either. 

Q.  Did  you  find  any  instances  where  a  customer 
had  been  billed  the  second  time  for  an  item  which 
appeared  on  account  238,  on  Exhibit  238? 

A.     I  don't  recall  any  instances. 

Q.  Now,  among  the  minor  discrepancies  which 
you  discovered  at  Issaquah  Creamery  Company,  did 
you  perhaps  discover  that  certain  personal  expendi- 
tures of  Mr.  Hans  Forster  had  been  charged  to 
expense  items  on  the  books'? 

A.  They  were  shovv^n  as  Expense  items  in  the 
cash  disbursement  books,  and  carried  as  such  into 
the  general  ledger. 

Q.  Did  you  make  any  independent  determina- 
tion of  the — as  to  the  amount  of  these  expenditures 
which  were  posted? 

A.  I  have  got  about  six  figures  here,  if  I  can 
total  them  up. 
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Q.     Fine. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Patten:    May  I  have  Exhibit  258? 

A.  The  figure  I  have  covers  a  period  of  ten 
years,  going  clear  back  to  1940  and  1941. 

Mr.  Keesling:  I  object  to  anything  outside  of 
the  record. 

Mr.  Patten:  All  right,  I  will  withdraw  the  ques- 
tion, then. 

Q.  (By  Mr.  Patten)  :  There  were  a  substantial 
amount  of  personal  expenditures  charged  on  the 
books  of  various  items  as  business  expense? 

A.     There  was  quite  a  few. 

Q.  All  right;  handing  you  Exhibit  258,  which 
has  been  identified  as  a  schedule  of  accounts  for 
Issaquah  Creamery  Company,  Incorporated,  and  I 
am  calling  your  attention  to  Account  107 

Ml'.  Keesling:  Object,  as  beyond  the  scope  of 
the  direct. 

The  Court:  Well,  I  think  this  examination  here 
— direct,  covers  most  of  the  records  in  evidence, 
so  I  assume  that  practically  all  records  may  be  sub- 
ject to  examination  by  this  witness. 

The  Witness:    What  was  the  question? 

Mr.  Patten:    The  question  is:  [1784] 

Q.  (By  Mr.  Patten  continuing) :  Does  Account 
107  apply  to  the  books  of  Alpine  Dairy? 

A.     No. 

Mr.  Keesling:  Would  you  refer  to  the  exhibit 
number,  please. 

Mr.  Patten:    Exhibit  258. 
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Q.  (By  Mr.  Patten)  :  On  the  left,  is  certain 
accounts,  Issaquah  Creamery,  and  on  the  right,  cer- 
tain accounts,  Alpine  Dairy. 

A.  It  just  says  "Alpine",  but  at  the  top  it  says, 
' 'Issaquah  Creamery  Company,  Incorporated,"  and 
prior  to  1940,  there  were  two  operations  for  Issa- 
quah Creamery  Company,  one  at  Issaquah  and  one 
downtown,  one  known  as  Alpine,  and  one  known  as 
Issaquah.  I  do  not  think  this  applies  to  Alpine 
Dairy  at  all. 

Q.     That  does  not  apply  to  Alpine  Dairy? 

A.  I  wouldn't  think  it  would  on  the  information 
on  here. 

Q.     At  Issaquah,  was  there  an  account  107? 

A.    I  am  not  sure. 

Mr.  Le  Sourd:    What  was  that? 

The  Witness:  I  am  not  sure.  If  I  could  see  the 
general  ledger,  I  might  be  able  to  tell  you. 

The  Court:  We  might  take  a  recess,  and  at  the 
[1785]  time  of  recess,  you  can  check  the  books,  Mr. 
Gorans. 

Ladies  and  Gentlemen  of  the  Jury:  We  will  now 
take  the  mid-afternoon  recess.  The  Court  calls  your 
attention  to  the  admonition  given  on  similar  occa- 
sions, and  asks  that  you  heed  it  on  this  occasion. 
(Whereupon,    the    Jury    retired    from    the 
courtroom.) 

(Whereupon,  at  2:45  o'clock  p.m.,  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause,  until  3:02  o'clock  p.m.,  March  19,  1954, 
at  which  time.  Counsel  and  Defendants,  here- 
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tofore  noted,  being  present,  the  following  pro- 
ceedings were  had,  to-wit:) 

The  Court:     You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court:     You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Patten. 

Q.  (By  Mr.  Patten)  :  Mr.  Gorans,  I  am  hand- 
ing you  Plaintiff's  Exhibit  200  and  calling  your 
attention  to  the  short  pieces  [1786]  of  paper  under 
there.  Are  those  the  sales  slips  of  the  t^^pe  we  were 
discussing  before  recess,  sales  slips  of  Issaquah 
Creamery  Company? 

A.  Well,  it  would  be  similar  to  this.  I  am  not 
sure  this  is  the  exact  type,  because  this  goes  back 
to  1943. 

Q.     Push  ahead.  There  are  some.  There  is  one. 

A.    Yes,  the  same  thing  used  in  1945  here. 

Q.  And  they  do  bear  a  number,  is  that  correct, 
sir  ?  A.    Yes. 

Q.     They  are  numbered  serially  through  the  book  ? 

A.     Yes. 

Q.     And  what  would  be  the  purpose  of  that,  sir? 

A.     It  is  hard  to  say  what  the  purpose  would  be. 

Q.  To  locate  if  any  were  missing;  wouldn't  that 
be  the  principal  purpose? 

A.     If  it  was  used  for  that  purpose;  there  could 
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be  other  purposes,  supposedly  as  means  of  identifi- 
cation of  sales  slip,  so  far  as  a  customer  is  con- 
cerned, because  in  sending  them  a  statement,  you 
put  the  date  and  the  invoice  number,  and  the  num- 
ber appearing  here  would  be  the  number  on  their 
statement,  so  that  they  could  tie  in  the  figures. 

Q.  Yes,  sir;  now,  referring  to  Alpine  Dairy  for 
a  [1787]  moment,  in  your  examination  of  Alpine 
Dairy,  did  you  find  that  certain  personal  expendi- 
tures of  Mr.  Forster  had  been  charged  to  business 
expenses'?  A.    Yes. 

Q.  Did  you  find  on  the — on  the  books  and  rec- 
ords of  Alpine  Dairy,  any  account  to  which  those 
expenses  could  have  been  properly  charged — those 
expenditures  f 

A.  Well,  there  was  an  account  in  the  general 
ledger.  They  could  have  been  charged  to  Mr.  For- 
ster's  capital  account. 

Q.  He  did  have  what  was  called  a  capital  or 
drawing  account? 

A.  I  think  in  some  instances,  there  was  actually 
a  heading  that  says,  ''Drawing  Account"  in  the 
ledger  for  Alpine  Dairy. 

Q.  Handing  you  Exhibit  262,  marked  with  some 
large  sheets  of  paper,  is  that  what  you  would  call 
a  drawing  account? 

Mr.  Keesling:    262,  what  is  it? 

Mr.  Patten:     General  ledger. 

A.  The  account  says,  Hans  Forster  withdrawals. 
I  would  assume  that  that  is  what  it  would  be  used 
for. 
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Q.  (By  Mr.  Patten)  :  Aiid  these  withdrawals,' 
what  are  the  nature  of  the  withdrawals  here*? 

The  Court :     Does  that  page  have  a  number  ? 

The  Witness:     No,  it  doesn't. 

Mr.  Patten :  I  have  it  marked  with  a  large  piece 
of  paper. 

The  Court:  Perhaps  you  had  better  put  your 
name  or  initials  down  so  that  the  page  can  be. 
identified. 

(Whereupon,  the  witness  wrote  on  the  page.) 

Q.  (By  Mr.  Patten)  :  And  that  is  a  drawing 
account  of  the  Alpine  Dairy,  or  used  as  such? 

A.  I  would  assume  that  that  is  what  it  was  used 
for. 

Q.    We  will  turn  over  a  few  more  pages. 

Mr.  Griffin:  Counsel  asked  the  nature  of  those 
vnthdrawals,  and  there  was  no  answer.  I  don't  know 
whether  the  witness  can  answer  or  not. 

Q.  (By  Mr.  Patten  continuing)  :  Five  in  num- 
ber, I  believe. 

A.  There  are  five  numbers,  and  four  of  them 
for  income  or  one  has  income  tax,  and  there  is 
quotation  marks  under  and  one  item  I  think  says 
"Bank." 

Q.     Stock? 

A.    It  could  be  stock.  It  is  not  too  clear. 

Q.     And  the  date  on  that?  A.     1946.  [1789] 

Q.  Now,  the  last  page,  would  you  write  your 
name  there,  Mr.  Gor;>Tis? 

(Whereupon,  witness  wrote  on  the  exhibit.) 
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Mr.  Griffin:  That  is  the  next  page  7011  were  re- 
ferring to  ? 

Mr.  Patten:     Yes. 

Q.  (By  Mr.  Patten) :  What  is  that  account, 
sir? 

A.  It  says  Alpine  Dairy  Hans  Forster  with- 
drawals. 

Q.  And  there  are  two  items,  and  what  is  the 
date  and  the  year?  A.     1945. 

Q.    And  the  withdrawals  ? 

A.  There  are  two  items  here  that  are  recorded 
as  debits,  which  would  indicate  that  they  are  with- 
drawals. 

Q.    Would  you  identify  those  withdrawals? 

A.  Well,  the  first  one  has  F.U.  written  by  it 
in  the  amount  of  $2,000  and  the  second  one  Arctic* 
Gardens,  $2400. 

Q.  Now,  we  turn  to  a  page  in  Exhibit  262,  with 
the  name  Mr.  Tremper  written  on  it.  Could  you 
tell  us  what  that  account  is,  sir? 

A.  All  I  can  say  is  it  says  Hans  Forster  on  it. 
It  has  got  some  figures  on  it,  and  dates,  but  there 
is  no  identification  as  to  what  they  are.  [1790] 

Q.  Can  you  tell  whether  that  is  an  account  of 
Issaquah  Creamery,  or  an  account  of  Alpine  Dairy, 
sir?  A.     Not  from  the   ledger  page   itself. 

Q.  Do  you  know  from  your  examination,  and  the 
examination  of  your  fimi,  what  that  account  is? 

A.  About  all  you  can  say  is  that  it  is  fairly 
close  to  some  pages  marked  "Issaquah  Creamery 
Company". 
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Q.    And  you  have  no  idea  what  that  account  is? 

A.     You  can't  tell  from  that. 

Q.  Did  you  make  any  investigation  to  determine 
what  that  accomit  might  be? 

A.  I  don't  recall  ever  making  any  examination. 
That  goes  back  to  the  year  1943,  and  there  are  very 
few  records  available  that  you  could  compare  any- 
thing in  that  general  ledger  with. 

Q.  You  stated  that  your  investigation  went  back 
several  years,  I  believe?  A.     Yes. 

Q.  Did  you  ever  find  an  account  at  Issaquah 
Creamery  which  served  as  a  drawing  account? 

Mr.  Keesling:  We  object  to  anything  outside  of 
the  Indictment. 

The  Court :  What  time  are  you  referring  to  ?  Or, 
are  you  referring  generally? 

Mr.  Patten:    Yes,  sir.   [1791] 

A.  I  am  not  sure  whether  we  did  or  not.  I  don't 
believe  we  found  anything  that  would  indicate  there 
was  definitely  a  drawing  account. 

I  think  on  the  basis  of  information  we  found  that 
at  one  time,  Mr.  Forster  wasn't  being  paid  his 
salary  and  it  was  being  credited  to  an  account,  but 
that  is  all  that  I  recall. 

Q.  (By  Mr.  Patten)  :  An  account  to  which  per- 
sonal expenditures  might  properly  be  charged? 

A.     They  could  have  been. 

Q.  Now,  sir,  you  were  testifying  this  morning 
concerning  the  books  and  records  of  Alpine  Ice 
Cream  Company,  I  believe  sir?  A.    Yes. 

Q.    Am  I   correct  that  the   Alpine   Ice   Cream 
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Company  is  the  successor  in  name  to  the  Arctic 

Gardens?  A.     That  is  what  the 

Q.  There  was  a — let  me  state  what  I  understand 
to  be  the  fact,  and  you  tell  me  if  I  am  true — if  I 
be  correct. 

The  Arctic  Gardens  was  a  corporation.  It  changed 
its  name  to  Alpine  Ice  Cream  Company,  discon- 
tinued its  original  frozen  food  business  and  engaged 
in  the  business  of  selling  ice  cream?   [1792] 

A.    Yes. 

Q.     Is  that  substantially  correct? 

A.    Yes. 

Q.  You  testified  that  $25,000  in  sales  was  taken 
up  in  the  books  of  Arctic  Gardens  during  the  year 
1949  for  which  you  had  no  clear  ex]3lanation,  is 
that  right?        A.     Yes. 

Q.  By  the  way,  what  was  the  net  income  of 
Arctic  Gardens  for  the  year  1949? 

Did  you  compute  that,  sir?  I  don't  mean  Arctic 
Gardens  now;  I  mean  Alpine  Ice  Cream. 

Mr.  Cox:  Does  that  amendment  apply  to  the 
preceding  question,  too? 

Mr.  Patten :  Arctic  Gardens  did  not  file  a  return 
in  the  year  1949. 

Mr.  Keesling :  The  preceding  question  applies 
to  Alpine  Ice  Cream. 

A.  You  are  speaking  of  Alpine  Ice  Cream 
alone  ? 

Q.     (By  Mr.  Patten)  :     For  the  year  1949. 

A.     For  the  year  1949? 

Q.    Yes. 
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Mr.  Le  Sourd:  Let  me  get  this  clarified  in  my 
own  mind,  if  your  Honor  please.  Does  the  question 
relate  [1793]  to  the  income  for  the  whole  year  for 
the  corporation,  the  first  part  Arctic  Gardens,  and 
the  last  part  Alpine  Ice  Cream,  or  only  that  portion 
of  the  year  in  which  the  Company  was  called  Al- 
pine Ice  Cream? 

Mr.  Patten:  Could  I  see  Exhibit  15!  It  is  for 
the  period  covered  by  Exhibit  15. 

Q.  (By  Mr.  Patten)  :  When  was  Alpine  Ice 
Cream  Company  incoi^^orated,  sir,  or  the  name 
changed  ? 

A.  It  was  sometime  either  the  latter  part  of 
April  or  May  or  June  of  1950;  sometime  in  there. 

Mr.  Le  Sourd:     1949. 

Mr.  Patten:     1949,  I  believe. 

The  Vfitness:     1949,  excuse  me. 

Q.  (By  Mr.  Patten) :  And  what  amount  of 
income  for  the  remainder  jjortion  of  the  year  is 
reported  on  Exhibit  15  ? 

A.  Before  an  operating  loss  carry-over  into  this, 
is  that  the  figure  you  want? 

Q.     No,   the  ordinary  income. 

A.     $71,136.53. 

Q.  Against  which  there  was  applied  an  operat- 
ing loss  carryover?  A.     Right. 

Q.  Which  previously  belonged  to  Arctic  Gar- 
dens?  [1794]  A.    Yes. 

Q.  Did  you  determine  the  source  of  the  extra 
$25,000  which  you  mentioned  this  morning? 

A.    Yes. 
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Q.    What  was  that  source,  sir? 

A.  There  was  a  transfer  of  $25,000  from  the 
bank  account,  maintained  for  Alpine  Ice  Cream 
Company  prior  to  the  date  that  Alpine  Ice  Cream 
operation  was  taken  over  by  the  former  Arctic 
Gardens   Company. 

Q.  The  Alpine  Ice  Cream  Company  was  for- 
merly kno\ATi  as  the  Daisy  Ice  Cream  Company;  is 
that  correct? 

A.     In  1944  and  part  of  1945,  it  was. 

Q.  Except  for  this  $25,000  which  you  mentioned 
had  any  of  the  cash  sales  of  Daisy  Ice  Cream  Com- 
pany or  the  Alpine  Ice  Cream  Company  been  re- 
ported in  any  income  tax  returns  during  the  years' 
1945  to  1948? 

Mr.  Griffin :  I  didn't  get  about  the  middle  of  that 
question. 

The  Court:  Mr.  Reporter,  would  you  read  the 
question  ? 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  Some  of  the  income  of  this  corporation  was 
actually  picked  up  by  either  Issaquah  Creamery 
Company  or  Alpine  Dairy.  [1795] 

Q.  (By  Mr.  Patten) :  The  funds  from  the  ac- 
count from  which  this  $25,000  was  transferred,  had 
the — ^had  the  deposits  to  that  account  been  pre- 
viously reported  in  income — as  income? 

A.  I  would  say  that  part  of  it  had.  I  am  not 
sure  that  all  of  it  did,  but  I  think  in  taking  this 
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$25,000  into  consideration,  most  of  it  was  reported. 

Q.     The   $25,000   was   reported? 

A.  Reported  on  Alpine  Ice  Cream  Company  by 
Alpine  Daiiy  Company  and  Issaquah  Creameiy 
Company  also  through  disbursements  out  of  this 
bank  account,  ended  up  reporting  part  of  the  prof- 
its from  the  Alpine  Ice  Cream  operation  in  their 
tax  returns. 

Q.  This  $25,000  hadn't  previously  been  reported 
any  place,  had  it?  A.     No. 

Q.  And  against  that,  there  was  applied  an  op- 
eration loss  carried  back?  A.     Right. 

Q.  Now,  I  believe  you  stated  that  you  started 
your  investigation  in  May,  1950,  is  that  correct, 
sir?  A.    Yes. 

Q.  When  as  it,  sir,  that  you  found  out  about 
the  existence  of  the  Daisy  Ice  Cream  Company,  or 
the  Alpine  [1796]  Ice  Cream  Company,  and  their 
bank  accounts? 

A.  We  didn't  find  out  about  the  bank  account 
until  approximately  the  first  of  November,  1950. 

Q.  And  what  bank  accounts  did  you  find  out 
about  at  that  time? 

A.  A¥e  found  out  about  an  account  that  was 
maintained  at  Peoples  National  Bank. 

Q.     In  the  name  of  Alpine  Ice  Cream? 

A.    Yes. 

Q.  Would  you  tell  the  Court  and  Jury  how  you 
found  out  about  these  bank  accounts,  that  bank 
account,  rather? 

A.    Well,  in  gathering  the  records  that  were  out 
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at  Issaquah  together  to  bring  them  in  to  the  office 
that  we  had  rented  to  work  on,  we  found  some  bank 
statements  and  cancelled  checks  that  bore  the  name 
Alpine  Ice  Cream  Company,  and  seeing  these,  we 
started  asking  questions  about  them,  and  that  is 
when  we  found  out  about  the  existence  of  this  ac- 
count. 

Q.  Had  you  previously  seen  any  records  of  the 
iVlpine  Ice  Cream  Company  or  the  Daisy  Ice  Cream 
Company  during  the  period  prior  to  November, 
1950? 

A,  I  don't  recall  of  ever  having  seen  them.  We 
may  have  run  into  something  but  it  wasn't  signifi- 
cant enough  to  cause  us  to  go  into  it  further  at 
that  time.  [1797] 

Q.  Prior  to  November,  1950,  you  had  had  num- 
erous conferences,  I  believe,  with  Mr.  Hans  For- 
ster, had  you  not? 

A.     Yes,  about  specific  things. 

Q.  You  had  had  numerous  conferences  with  Mr. 
Erickson,  had  you  not?  A.     Yes. 

Q.  The  existence  of  these  companies  was  not 
mentioned  at  any  of  these  conferences,  was  it? 

A.  No.  I  might  clarify  that  to  the  extent  that 
at  that  time  there  was  an  Alpine  Ice  Cream  Com- 
pany, and  if  they  had  talked  about  it,  I  would 
have  probably  assumed  they  were  talking  about  the, 
company  then  in  existence. 

Q.     You  had  examined  numerous  monthly 

Mr.  Patten:     May  I  rephrase  the  question? 

Q.     (By  Mr.  Patten  continuing)  :    Monthly  earn- 
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ing  statements  were  prepared  for  Issaquah  Cream- 

eiy  Company,  were  they  not?  A.    Yes. 

Q.  You  have  examined  all  of  the  available  earn- 
ing statements  for  the  years  1945  to  1949,  have 
you,  sir? 

A.     I  don't  believe  we  have  examined  them  all. 

Q.     A  considerable  number  of  them?  [1798] 

A.     In  fact,  we  didn't  examine  too  many  of  them. 

Q.  Have  you  made  any  analysis  of  monthly 
earning  statements?  A.     No. 

Mr.  Brody:  Are  you  speaking  of  Issaquah 
Creamery  Comiiany? 

Mr.  Patten:    Issaquah  Creamery  Company. 

Q.     No? 

A.  No,  we  did  not  make  any  monthly  analysis 
in  going  back  before  the  period  of  the  Indictment, 
no. 

Q.  Now,  you  testified  this  morning  at  consider- 
able length  regarding  differences  between  various 
records,  I  believe.  There  were  certain  differences 
you  testified  which  existed  between  the  income  tax 
rturns  of  certain  of  these  businesses,  particularly  at 
Issaquah  Creamery  Company,  and  the  general 
ledger,  did  you  not? 

A.     In  fact,  I  think  only 

Q.     (Interposing)  A  few  of  them? 

A.     A  few  of  Issaquah  Creamery  Company. 

Q.  And  you  testified  as  to  certain  differences 
between  the  general  ledger  and  the  journals  which 
were  the  records  kept  by  Mr.  Erickson  out  there, 
did  you  not? 
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A.  I  don't  recall  testifying  to  any  differences 
between  the  journals  of  the  Issaquah  Creamery. 

Q.     And  the  general  ledger! 

A.     And  the  general  ledger. 

Q.  Well,  let's  start  back.  I  believe,  in  the  case 
of  Finstad  and  Utgard,  you  testified  concerning  cer- 
tain differences  between  a  monthly  summary  pre- 
pared by  Mrs.  Simonson  and  the  general  ledger, 
didn't  youl 

A.  All  I  testified  was  to  the  figure  put  in  the 
general  ledger. 

Q.  Yes,  and  then  as  I  remember  there  was  some 
testimony  regarding  Issaquah  Creamery,  or  one  of 
the  corporations,  between  the  journals,  which  are 
still  a  summary  record,  and  the  tax  returns  and 
the  general  ledger'? 

A.  In  Issaquah  Creamery  Company,  there  was 
some  differences,  in  Alpine  Dairy ;  between  them. 

Q.  And  you  testified  concerning  differences 
which  existed  between  subsidiary  records  and  the 
general  ledger  and  the  tax  returns? 

A.     On  Alpine  Dairy,  yes. 

Q.  On  Alpine  Dairy;  now,  isn't  it  a  fact  that  if 
there  is  a  difference  between  a  subsidiary  record, 
such  as  invoices  and  sales  slips,  and  general  ledger, 
and  the  tax  returns,  that  difference  might  occcur 
at  any  place  along  the  steps'? 

A.     That  is  right.  [1800] 

Q.  Now,  in  connection  with  your  examina- 
tion  

Mr.  Patten:    A-15,  please *? 
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The  Clerk:    A-15. 

Mr.  Patten :    A-15  and  A-16. 

The  Clerk:    A-15  was  withdrawn. 

Mr.  Patten:     A-16  was  substituted. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Patten:     Perhaps  I  can  proceed  without  it. 

Q.  (By  Mr.  Patten  continuing)  :  A-16,  you  are 
familiar  with  Exhibit  A-16,  not  specifically  that  ex- 
hibit but  the — but  what  it  purports  to  be? 

A.  I  was  here  when  there  was  some  testimony 
about  it. 

Q.     That  has  been  identified  as  what,  sir? 

Would  you  tell  us  what  that  is?  Not  that  spe- 
cific one,  just  for  purposes  of  illustration. 

A.  It  is  a  summary  tape  of  the  miscellaneous 
cohunns,  as  I  recall,  and  some  other  columns  ap- 
pearing in  the  cash  disbursement  book  for  Issaquah 
Creamery  and  Alpine  Dairy  for,  I  believe,  August, 
1948. 

Q.  Yes,  sir;  now,  during  the  course  of  your  ex- 
amination, did  you  find  any  tapes  similar  to  Exhibit 
A-16  which  were  at  variance  with  the  general 
ledger? 

A.  I  don't  recall  ever  using  any  of  these  tapes 
to  [1801]  check  any  of  the  figures  entered  in  the 
general  ledger. 

Q.  Now,  you  have  testified  that  the  books  and 
records  of  Issaquah  Creamery  were  so  inadequate 
that  a  correct  income  tax  return  could  not  be  pre- 
pared from  those  books  and  records  for  the  years 
1945  to  1949;  is  that  correct,  sir? 
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A.     That  is  correct. 

Q.  Did  you  make  the  same  observation  with 
regard  to  the  books  of  Alpine  Dairy? 

A.    Yes. 

Q.  Now,  in  your  experience  as  an  accountant, 
sir,  haven't  you  seen  plenty  of  large  firms  with 
books  no  more  elaborate  than  these? 

A.  No,  I  have  never  seen  any  large  firm  with 
such  a  minor  number  of  books  as  what  had  been 
kept  here. 

Q.  Now,  isn't  it  true,  sir,  that  if  all  the  infor- 
mation and  all  the  sales  had  been  entered  in  these 
books,  that  they  would  have  substantially  reflected 
the  income  of  the  business? 

A.  It  would  depend  on  how  they  were  recorded 
in  the  books. 

Q.  So  the  basic  difference  is  not  the  books  them- 
selves, but  how  items  were  entered  in  the  books  and 
what  did  not  enter  into  the  books? 

A.  You  get  into  what  Vv^as  entered  in  the  books, 
and  [1802]  how  they  were  entered  in  the  books 
themselves.  There  are  several  areas  in  which  they 
could  get  out  of 

Q,     (Interposing)  If 

The  Court:     (Interposing)  Did  you  finish? 

The  Witness :    Well,  where  errors  will  develop. 

Q.  (By  Mr.  Patten  continuing)  :  If  all  the  in- 
formation had  heen  entered  in  these  books  in  the 
proper  places,  would  they  have  correctly  reflected 
the  incoHies  of  the  business  which  they  sought  to 
cover  ? 
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A.  Well,  if  everything  was  entered,  and  every- 
thing was  entered  properly,  they  wonld  have  re- 
flected the  income. 

Q.  Leaving  aside  the  qnestion  of  depreciation, 
isn't  it  in  fact  true  that  you  can  keep  a  correct 
account  of  income  from  a  very  simple  set  of  books? 

A.  A  simple  operation,  yes.  A  complex  opera- 
tion, no.  There  is  too  many  areas  outside  of  de- 
preciation that  you  get  into  factors  that  affect  in- 
come that  have  been  fairly  well  neglected  in  these 
books. 

Q.  If  a  business,  regardless  of  its  size,  had  a 
l^ank  account,  and  deposited  all  of  its  receipts  in 
that  bank  account,  and  had  a  checkbook  and  paid 
rJl  of  its  expenses  by  means  of  checks  drawn  on 
that  account,  couldn't  you,  with  a  few^  technical  ad- 
justments, compute  [1803]  the  income  of  that  busi- 
ness % 

A.  If  all  it  amounted  to  was  selling  things  and 
buying  them,  yes. 

Mr.  Brody:  I  wonder  if  you  could  please  raise 
your  voice,  Mr.  Gorans. 

Mr.  Patten:    Exhibit  A-51,  please? 

The  Clerk:     There  is  no  A-51. 

Mr.  Patten:  Mr.  Brody  introduced  it.  It  is  a 
large  folder. 

The  Court:     A-48. 

Mr.  Cox :    A-48,  here  it  is. 

Mr.  Patten :    I  am  in  error ;  it  is  A-48. 

Q.     (By  Mr.  Patten)  :     You  have  testified  have 
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you  not,  that  you  have  had  numerous  conferences 

with  Mr.  Hans  Forster?  A.     Yes. 

Q.  How  is  Mr.  Forster  generally  known  to  his 
associates  1 

A.     Who  do  you  mean  by  his  ''associates"? 

Q.     His  close  associates  and  friends? 

Mr.  Griffin:  May  I  inquire  what  you  mean  by 
the  question? 

How  is  he  generally  known? 

The  Court:     Are  you  talking  about  his  name? 

Q.  (By  Mr.  Patten  continuing)  :  Is  he  called 
Mr.  Forster,  or  does  he  have  a  nickname? 

A.     He  is  referred  to  as  Hans,  I  think. 

Q.  And  you  have  testified  that  you  are  familiar 
with  the  handwriting  of  Mr.  L.  Hicks  Taylor? 

A.     Yes. 

Q.  I  would  like  to  read  a  portion  of  Defendants' 
Exhibit  A-48  to  you,  and  ask  if  it  is  the  handwrit- 
ing of  Mr.  Taylor. 

The  Court:  First,  do  you  want  to  show  it  to 
him  ? 

Mr.  Patten:    Yes,  sir. 

(Whereupon,  document  was  shown  to  the 
witness  by  Mr.  Patten.) 

Q.  (By  Mr.  Patten  continuing) :  Is  that  note 
in  the  handwriting  of  Mr.  Taylor? 

A.     It  appears  to  be. 

Q.    Would  you  read  it  to  the  Jury,  please,  sir? 

Mr.  Keesling:    What  page  is  that? 

The  Witness:  The  seventh  page  from  the  bot- 
tom. 


United  States  of  America  (i03 

(Testimony  of  Grerald  E.  Gorans.) 

The  Court:     You  may  read  it,  if  you  wish,  Mr. 
Patten. 

Mr.  Patten:    Yes. 

The  Court:     All  you  wanted  was  the  handwrit- 
ing, [1805]  as  such? 

Q.     (By  Mr.  Patten) :     That  appears  to  be  the 
handwriting  of  Mr.  Taylor*?  A.     Yes. 

Mr.  Patten:     "Hans,  this  is  dropping  the  profit 
to  April  30,  1949,  which  displaced  to  Alpine  Dairy." 

May  I  have  Exhibits  A-49,  16,  and  20?    It  is  a 
small  book. 

The  Clerk:    You  mean  120? 

Mr.  Patten:    Yes,  120. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Patten:    And  167. 

Q.     (By  Mr.  Patten) :    Handing  you  also  Plain- 
tiff's Exhibit  167, A.     Yes? 

O.     have  you  analyzed  those  checks  and  tran- 
sactions, sir?  A.     Yes,  I  have. 

Q.     Referring  to  the  year  1946 

Mr.    Keesling:      (Interposing)    Is    this    Exhibit 
167? 

Mr.  Patten:    167. 

Q.     (By  Mr.   Patten   continuing) :     do   you 

know  the  purpose  of  [1806]  that  check,  sir? 

A.     It  was  for  a  life  insurance  premium. 

Q.     On  whose  life?  A.     Mr.  Forster. 

Q.     And  what  is  the  amount,  sir? 

A.     $3,424.34. 

Q.     Do   you   know   to   what   account   that   check 
was  charged,  sir?  A.     I  don't  recall. 


604  Hans  Forster  vs. 

(Testimony  of  Grerald  E.  Gorans.) 

Q.  Do  you  recall  that  it  was  charged  to  an  ex- 
pense account? 

A.    Yes,  it  was  charged  to  an  expense  account. 

Q.  And  claimed  as  business  expense  by  the  Al- 
pine Dairy?  A.     Yes. 

Q.  Calling  your  attention  to  Exhibit  16,  is  that 
same  payment  claimed  as  an  expense  of  the  Hans 
Forster  trust? 

Mr.  Cox:  Objected  to  as  immaterial  and  irrele- 
vant. 

Mr.  Patten :    Payment  in  the  same  amount  % 

The  Court :    Is  that  the 

Mr.  Patten:    Hans  Forster  trust. 

The  Court:    Exhibit  16,  is  that  a  tax  return? 

The  Witness:    Yes,  tax  return  of  the  tiTLst. 

The  Court:    It  is  in  evidence,  is  it  not?  [1807] 

Mr.  Patten:    Yes. 

Mr.  Cox:    Is  it? 

Mr.  Patten:    Yes. 

Q.  (By  Mr.  Patten  continuing) :  Is  that  same 
amount  claimed  as  an  expense  to  the  trust? 

The  Court:    Objection  overruled,  Mr.  Cox. 

A.  There  is  a  figure  on  here  for  insurance  of 
the  same  amount. 

Mr.  Patten:    May  I  see  Exhibit  71  ? 

Q.  (By  Mr.  Patten)  :  It  was  claimed  as  an  ex- 
pense of  the  trust? 

A.  There  was  a  payment  during  the  year  1946 
by  the  trust  that  was  claimed  as  a  deduction  by  the 
tax  return. 

Q.     And  handing  you  Exhibit  71,  I  would  ask 
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you  if  during  the  year  1946  a  similar  amount  was 

deposited  in  account  198? 

Calling  your  attention  to  page  3  of  that,  I  will 
ask  you  if  you  can  find  a  check  in  the  same  amount  ? 

A.  Well,  there  is  a  check  from  the  trust,  or 
from  the  trustee,  in  this  amount,  payable  to  Hans 
Forster,  shown  on  here. 

Q.  Would  you  explain  that  transaction  to  the 
Court  and  Jury,  sir?  [1808] 

A.  In  1945,  this  life  insurance  policy  in  which 
the  trust  was  named  tlie  beneficiary  was  taken  out 
hy  Mr.  Forster.  A  personal  check  was  issued  to 
the  insurance  company  which  was  drawn  on  the 
personal  checking  account.  I  think  there  is  an  ex- 
hi])it  here  in  evidence  which  shows  this  disburse- 
ment, and  apparently  the  trustees  decided  that  they 
would  stand  the  expense  of  that  insurance  policy 
and  refunded  to  Mr.  Forster  the  amount  of  the 
premium  that  he  had  paid. 

Now,  the  premium  falls  due,  either  in  the  latter 
part  of  September  or  October,  of  each  year,  and 
this  check  was  deposited,  from  the  trust  was  de- 
posited, on  March  30,  1950,  and  there  was  a  check 
drawn  on  the  trust  bank  accomit  on  April  1,  1946, 
in  the  amount  of  $3,424.34,  and  it  is  very  appar- 
ent that  it  is  the  check  from  the  trust  that  was 
deposited  in  Account  198. 

Q.  Is  an  insurance  payment  of  this  type  a  de- 
ductible expense  to  a  trust  such  as  this? 

A.  No;  as  I  understand  the  Internal  Revenue 
Code,  it  is  not  deductible. 
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Q.  So  that  it  was  claimed  as  an  expense,  both 
by  the  corporation  and  the  trust? 

Mr.  Cox:    Corporation? 

Q.  (By  Mr.  Patten  continuing)  :  By  the  busi- 
ness, claimed  as  [1809]  business  expense  of  Alpine 
Dairy  and  an  expense  of  the  trust? 

A.  Each  one  claimed  a  deduction.  One  covered 
the  1945  payment,  and  the  other  the  1946  pajnnent. 

Q.  And  the  check  was  deposited  and  Mr.  For- 
ster received  the  money  back,  besides? 

A.  And  he  received  a  refund  of  the  first  pay- 
ment from  the  trust. 

Mr.  Patten:    May  I  have  278? 

Q.  (By  Mr.  Patten)  :  I  believe  you  testified  as 
to  one  year  in  which  a  capital  gain  of  Mr.  Forster 
was  entitled  to  a  capital  gain  carryover? 

Mr.  Cox:    Loss. 

Q.  (By  Mr.  Patten  continuing)  :  Capital  loss 
carryover.    What  year  was  that,  please? 

A.     1949. 

Q.  And  what  v/as  the  amount  of  that  capital  loss 
carryover?  A.     The  amount  shown 

Q.     That  was  a  carryover  from  1947,  was  it? 

A.     1948. 

Q.     Eight;  what  was  the  loss  in  1948? 

A.     The  total  loss  in  the  year  1948  was  $6,127.88. 

Of  that  amount,  $2,000  was  deducted  on  the  re- 
turn for  1948  and  the  difference,  $4,127.88,  is 
shown  on  the  return  as  Capital  Loss  Carryover  to 
1949. 

n.     N'oAv  "^949  \^  p,  ioint  return?  A.     Yes. 
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Q.    And  $2,000  was  available? 

A.  There  was  $2,000  deduction  available,  but  not 
on  a  joint  return. 

There  is  $2,000  if  you  file  separate  returns  in 
1949  as  had  been  done  in  prior  years. 

Q.  So  that,  really  on  a  joint  return,  there  was 
only  $1,000  to  carry  over? 

A.  That  is  right;  plus  the  amount  of  the  capi- 
tal gain  in  the  year  1949.  But,  there  should  have 
been  separate  returns  filed  for  the  year  1949. 

Q.  It  isn't  your  testimony  that  Mr.  Forster 
overpaid  his  income  tax  in  1949? 

A.  Only  on  the  basis  of  the  way  this  was  han- 
dled. 

Q.  Only  on  that  $1,000  adjustment;  I  believe 
you  started  work  in  May  of  1950;  now,  how  many 
people  from  your  firm  were  assigned  to  this  job? 

A.  I  think  I  said  the  other  day  there  were  19 
different  people  that  had  worked  on  some  phase  of 
Mr.  Forster 's — on  some  of  the  accoimting  records 
of  Mr.  Forster's  companies  during  the  year  1950. 
Now,  I  did  not  [1811]  try  to  keep  any  record,  nor 
did  I  try  to  attempt  to  determine  the  exact  number 
of  people  that  might  have  been  working  on  it  in 
any  particular  day,  or  for  any  particular  period 
of  time. 

Q.  And  I  believe  the  charge  by  your  firm  for 
these  services  was  $70,000? 

A.     Covering  almost  a  four-year  period,  it  was. 

Q.  Do  you  have  any  idea  of  how  that  amount 
should  be  broken  down  between  services  in  connec- 
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tion  with  setting  up  improvements  in  the  accounting 
system  there   and  what  portion  of  it  is   allocable 
to  the  investigation  and  determination  of  liability 
for  prior  years  I  A.     No,  I  don't. 

Q.     Could  you  make  any  rough 

A.  (Interposing)  I  don't  think  I  could  even 
make  an  educated  guess  on  it. 

Q.  Now,  you  have  computed  the  amount  of  tax 
that  Mr.  Forster  and  corporations  owned  or  con- 
trolled by  him  have  paid  during  the  years  covered 
by  the  years  in  the  Indictment,  have  you  not? 

A.  The  amount  shown  on  the  tax  returns.  If 
there  is  any  question  as  to  whether  they  were  actu- 
ally paid  or  not,  that  I  am  actually  not  sure  of. 

Q.  Now,  did  you  include  in  that  the  amounts 
for  Mrs. — which  were  paid  on  the  tax  returns  of 
Mrs.  [1812]  Forster?  A.     Yes. 

Q.  Now,  did  you  include  in  that  the  amount 
which  Mr.  Egeness  paid?  A.     No. 

Q.  Did  you  include  in  that  the  amount  which 
Mrs.  Basket!  paid  ?  A.     No. 

Q.  Did  you  include  in  that  the  amount  which 
Mr.  Schneider  paid?  A.     No. 

Q.     You  properly  should  have,  shouldn't  you? 

A.     I  don't  believe  so. 

Q.  Now,  you  testified  concerning  numerous  ad- 
justments to  the  books  of — necessary  to  the  books 
of  the  Issaquah — I  mean  the  Alpine  Dairy,  did  you 
not,  sir?  A.    Yes. 

Q.  Numerous  adjustments  which  you  considered 
necessary  to  the  books  of  Alpine  Dairy? 
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A.    Yes. 

Q.  Now,  the  net  effect  of  these  adjustments 
which  you  discussed,  would  it  be  to  lower  or  raise 
the  capital  account  as  reflected  on  the  books? 

A.     I  believe  it  would  raise  it.  [1813] 

Q.  Do  you  have  any  idea  how  much  it  would 
raise  it,  sir? 

A.  Well,  based  on  the  information  that  was 
available  to  us,  it  would  be  in  the  neighborhood  of 
$140,000  at  December  31,  1949. 

Q.     Would  raise  it  that  much?  A.     Yes. 

Q.  So  the  figure  which  appears  on  Plaintiff's 
Exhibit  278  would  in  your  opinion  be — $161,438.68 
would  be — in  error  that  amount? 

A.  The  figure  probably  should  be  increased  by 
the  amount  I  gave. 

Q.     And  which  would  have  the  result 

The  Court:  (Interposing)  Should  be  increased 
by  what  amount? 

The  Witness:  By  the  amount  of  approximately 
$140,000. 

Q.  (By  Mr.  Patten  continuing) :  So,  using  the 
figure  you  have  given  me,  the  net  worth  statement 
— the  net  worth  statement  as  you  prepared  it,  using 
the  same  figures  would  show  $148,000  more  income 
than  this  one  shows,  wouldn't  it  ? 

Mr.  Griffin:  Are  you  talking  about  income  or 
net  worth,  now? 

Mr.  Patten:  Ihcome  computed  by  net  worth  in- 
come. [1814] 

A.     It  would  show  that  much  more  net  worth. 
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Q.  I  am  talking  of  the  effect  of  changing  this 
capital  account. 

The  Court:  You  might  identify  that  figure  for 
the  record. 

Mr.  Patten:    It  is  Exhibit  278,  and  it  is  item  87. 

Mr.  Griffin:  May  I  have  the  question,  if  the 
Court  please,  whether  he  is  dealing  with  net  worth 
or  with  actual  income? 

Mr.  Patten :  I  am  dealing  with  income  computed 
by  the  net  worth  method. 

The  Court:  Do  you  wish  a  question  read,  Mr. 
Griffin? 

Mr.  Griffin:  If  the  witness  can  answer  the  ques- 
tion, I  would  like  the  question  read. 

The  Court:  Do  you  want  the  question  read,  or 
will  Mr.  Patten  re-state  it? 

(Whereupon,  second  preceding  question  was 
read  by  the  reporter.) 

Mr.  Patten:  I  don't  understand  that  one,  my- 
self, now. 

Mr.  Griffin:    That  is  why  I  interrupted. 

The  Court :    You  will  withdraw  that  ? 

Mr.  Patten:    Yes,  I  would  like  to.  [1815] 

Mr.  Griffin:  It  is  four  o'clock,  if  the  Court 
please. 

The  Court:  You  can  state  the  question  so  we 
can  recess. 

Q.  (By  Mr.  Patten)  :  If,  in  this  computation, 
instead  of  using  this  figure  for  item  87,  we  used  the 
figure  which  you  had  given  me,  what  would  be  the 
result?  A.     It  would  increase  the  net  worth. 
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Q.  And  if  net  worth  were  computed,  and  if  in- 
come were  computed  by  the  net  worth  method,  what 
would  it  do  to  income? 

A.     It  would  increase  the  income. 

Mr.  Patten :    This  is  a  convenient  stopping  place. 

The  Court:     Ladies  and  Gentlemen  of  the  Jury: 

It  is  now  four  o'clock.  We  will  recess  until  next 
week,  Tuesday,  at  10:00  o'clock.  At  this  time  again 
I  caution  you  that  you  are  not  to  confer  among 
yourselves  and  you  are  not  to  discuss  with  anyone 
any  issue  involved  in  this  case.  You  are  not  to 
form  or  express  an  opinion  to  any  issue  that  may 
be  involved  in  this  case  until  it  is  'finally  submitted 
to  you  for  your  verdict.  Be  cautious,  particularly 
on  these  long  weekends  that  you  do  not  read  any 
new^s  accounts,  that  you  do  [1816]  not  listen  to  any 
newscasts  that  may  in  any  way  relate  to  this  case 
or  to  any  of  the  issues  involved. 

With  that  admonition,  you  may  be  excused  until 
Tuesday  at  ten  o'clock. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

Mr.  Cox :  I  wonder  if  we  could  impose  upon  Mr. 
Somervel  and  Mr.  Bell  to  make  the  exhibits  avail- 
able in  the  Clerk's  office  over  the  week-end? 

The  Court:  Is  there  any  reason  that  cannot  be 
done,  Mr.  Bell? 

The  Clerk:    No. 

The  Court:  All  right,  the  exhibits  will  be  taken 
to  the  Clerk's  office. 

Mr.  Cox :    Thank  you. 
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The  Court:  The  trial  will  recess  until  Tuesday; 
Court  until  10:00  o'clock  Monday. 

(Whereupon,  at  4:05  o'clock  p.m.  March  19, 
1954,  proceedings  in  the  within-entitled  and 
numbered    cause    were    recessed    until    10:00 

o'clock  a.m.  March  23,  1954.)   [1817] 

***** 

The  Court:    Call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 

Mr.  Griffin:    Yes. 

Mr.  Moriarty:    Yes,  your  Honor. 

Mr.  Brody:    Yes,  your  Honor. 

Mr.  Brody:  May  it  please  the  Court,  I  believe 
there  was  one  subject  on  which  Mr.  Gorans  was  to 
prepare  some  information  over  the  weekend,  and 
I  think  it  would  facilitate  examination  if  I  ques- 
tioned on  that,  and  Mr.  Patten  continued  his  cross. 

The  Court :  That  is  agreeable.  You  may  proceed, 
Mr.  Brody.  [1822] 

GERALD  E.  GORANS 

upon  being  recalled,   and  having  been  previously 
duly  sworn,  testified  as  follows: 

Direct  Examination — (continued) 

Q.  (By  Mr.  Brody) :  Mr.  Gorans,  have  you 
completed  a  study  of  the  wages  and  salary  of  those 
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persons  who  participated  in  the  accounting  function 

of  Issaquah  Creamery  in  the  years  1945  to  1949? 

A.    Yes. 

Q.  And  will  you  state  for  each  year  in  that  pe- 
riod, the  total  wages  for  salary  so  paid? 

Mr.  Moriarty:    Objected  to  as  immaterial. 

The  Court:  Is  it  for  the  period  covered  by  the 
Indictment  ? 

Mr.  Brody:    Yes,  your  Honor. 

The  Court:    Objection  overruled. 

A.  In  the  year  1945,  Issaquah  Creamery  Com- 
pany paid  $6,727.75;  in  1946,  they  paid  $9,315.00; 
in  1947,  they  paid  $10,913.50;  in  1948,  they  paid 
$11,465.00;  in  1949,  they  paid  $13,310.00. 

Q.  (By  Mr.  Brody)  :  Do  you  have  a  total  of 
those  wages  and  salary  paid  during  the  period  1945 
through  1949?  [1823] 

Mr.  Moriarty:    Same  objection. 

The  Court:    The  total  of  the  figures  just  given? 

Mr.  Brody:    That  is  correct,  your  Honor. 

The  Court:     Objection  overruled. 

A.  During  this  five-year  period,  Issaquah 
Creamery  Company  paid  a  total  of  $51,731.25. 

Q.  (By  Mr.  Brody) :  And,  Mr.  Gorans,  have 
you  made  a  similar  study  of  wages  and  salary  paid 
to  those  employes  who  participated  in  the  account- 
ing functions  of  Alpine  Dairy  during  the  years 
1945  through  1949?  A.     Yes. 

Q.  And  will  you  please  state  those  wages  and 
salaries  for  each  of  those  years? 

A.     In  1945,  Alpine  Dairy  paid  $32,756.96.    In 
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1946,  they  paid  $39,318.63.   In  1947,  they  paid  $50,- 
322.01.   In  1948,  they  paid  $56,534.94.   And  in  1949, 
they  paid  $65,304.06. 

Q.  And  do  you  have  a  total  of  those  wages  paid 
by  Hans  Forster  doing  business  as  Alpine  Dairy 
in  the  years  1945  through  19491  A.     Yes. 

Q.     Will  you  state  it,  pleased 

A.  The  total  for  the  five-year  period  was  [1824] 
$244,967.85. 

Q.  And  do  you  have  a  total  of  the  figures  which 
you  have  given  for  both  Issaquah  Creamery  Com- 
pany and  Hans  Forster  doing  business  as  Alpine 
Dairy  in  the  years  1945  through  1949? 

A.    Yes. 

Q.     And  what  is  that  grand  total? 

A.     $295,967.85. 

Mr.  Brody:    Thank  you.  Your  witness. 

Q.  (By  Mr.  Brody)  :  Is  that  inclusive  of  the 
salary  paid  to  L.  Hicks  Taylor,  the  figures  you  have 
just  given? 

A.  It  does  not  include  the  amounts  paid  to  Mr. 
Taylor. 

Cross  Examination — (continued) 

Q.  (By  Mr.  Patten) :  Mr.  Gorans,  why  do  busi- 
nesses keep  records? 

A.  To  determine  whether  or  not  they  are  making 
a  profit  in  the  business  that  they  are  running.  Also, 
the  records  are  used  as  a  means  of  determining 
whether  one  particular  operation  is  profitable 
against  some  other  operation;  and  also  used  as  be- 
ing a  guide  by  management  in  policy  matters  and 
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procedural  matters  and  so  forth  in  conducting  their 

business. 

Q.  Would  an  additional  reason  be  to  check  on 
the  [1825]  honesty  of  employees  and  to  be  certain 
you  are  getting  all  the  money  due  you? 

A.    Yes. 

Q.  And  would  an  additional  reason  be  to  deter- 
mine how  much  you  have  delivered  to  customers, 
and  how  much  customers  owed  you  and  how  much 
customers  have  paid  you? 

A.     Speaking  in  dollar  amounts,  yes. 

Q.  When  was  the  first  Federal  Income  Tax  Law 
passed,  sir?  A.     It  was  March  1st 

Mr.  Keesling:    I  can't  hear  Mr.  Gorans. 

Mr.  Patten:    Mr.  Keesling  can't  hear  you. 

A.  (Continuing)  I  believe  it  was  March  1,  1913, 
the  one  we  are  presently  bound  by.  There  were  laws 
passed  previous  to  that  time,  but  were  declared 
unconstitutional. 

Q.  (By  Mr.  Patten) :  And  business  firnis  kept 
books  prior  to  that  date  ?  A.     Yes,  they  did. 

Mr.  Patten:  Could  I  have  Exhibit  278,  please, 
sir? 

(Whereupon,  exhibit  was  handed  to  Mr.  Pat- 
ten by  the  Clerk.) 

Q.  (By  Mr.  Patten)  :  Mr.  Gorans,  when  we  re- 
cessed on  Friday,  I  believe  you  testified  that  the 
evidence  showed  that  Mr.  [1826]  Forster  and  cer- 
tain corporations  in  which  he  owned  stock  had  paid 
during  the  period  covered  by  this  Indictment  $247,- 
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761.00  in  income  taxes  during  the  years   1945   to 

1949.   Is  that  a  correct  figure,  sir? 

A.     I  think  the  figure  I  gave  was  $243,595.00. 

Q.  The  corporations  whose  taxes  are  included 
in  this  total  I  believe  are  Issaquah  Creamery,  Si- 
monson  and  Forster,  Renton  Ice  and  Ice  Cream, 
Apex  Farms,  Arctic  Gardens,  Alpine  Ice  Cream 
Company,  Finstad  and  Utgard;  is  that  correct,  be- 
sides Mr.  and  Mrs.  Forster's  taxes? 

A.  I  believe  that  only  one  year  for  Apex  Farms 
is  included  in  that  total. 

Q.  Handing  you  Exhibit  278,  those  are  the  cor- 
porations listed  on  items  49  through  55,  isn't  it  ? 

A.  There  was  no  income  tax  paid  by  Arctic 
Gardens,  which  is  on  here. 

Q.     That  was  operated  at  a  loss?  A.    Yes. 

Q.  On  Exhibit  278,  down  below  that,  I  notice 
other  corporations  in  which  Mr.  Forster  owned 
stock.   Do  you  not,  sir?  A.    Yes. 

Q.     I^Tew  England  Public  Service,  item  68? 

A.     Yes.  [1827] 

Q.     First  of  Boston  Corporation,  item  69? 

A.    Yes. 

Q.  Biri]]^.cr  Hill  &  Sullivan,  item  70,  you  didn't 
include  any  of  the  taxes  paid  by  those  corporations  ? 

A.     No. 

Q.  Just  the  ones  vzliich  we  may  call  Hans  For- 
ster enterprises?  A.     Yes. 

Q.  Now,  having  furnished  the  Court  and  the 
Jury  with  the  total  amount  of  taxes  paid  by  Mr. 
ni^d  ]\lrs.  FnrQ+o"?'  r^vn  ^h^  «^^'>rT')orntion'^>  whose  names 
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we  have  just  mentioned,  that  being  corporations 
known  as  the  Hans  Forster  enterprises,  I  wonder 
if,  from  your  examination  of  the  exhibit,  you  can 
furnish  us  a  figure  to  show  the  additional  taxes 
owed  by  Mr.  and  Mrs.  Forster  and  these  corpora- 
tions from  the  year  1945  to  1949? 

A.     I  do  not  have  any  such  computation. 

Mr.  Patten:  (To  co-counsel)  Oh?  Yes.  Ex- 
hibit No.  5. 

(Whereupon,  Exhibit  was  handed  to  Mr. 
Patten  by  the  Clerk.) 

Q.  (By  Mr.  Patten) :  Mr.  Gorans,  I  am  hand- 
ing you  Exhibit  No.  5,  which  has  been  identified  as 
the  joint  income  tax  of  Hans  and  Evelyn  Forster 
for  the  calendar  year  1949.  This  [1828]  return — on 
this  return  the  income  of  Mr.  Forster  for  the  cal- 
endar year  1949  is  reported  as  $71,445.09  and  the 
tax  liability  is  re])orted  as  $28,409.80;  is  that  cor- 
rect? 

A.  That  is  the  amount  that  shows  on  the  return 
before  corrections. 

Q.     Before  the  deductions? 

A.  No,  before  corrections  made  hy  the — appar- 
ently by  the — Collector. 

Q.  Yes,  sir;  now,  Mr.  Gorans,  from  the  docu- 
ments here  in  evidence,  have  you  determined  Mr. 
Forster 's  liability,  income  and  income  tax  liability, 
for  the  year  1949? 

A.     From  the  documents  here  in  evidence? 

Q.     Yes,  sir.  A.     No,  I  have  not. 

Q.    Have  you  similarly  determined  Mr.  Forster's 
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income  tax  liability,  income  and  income  tax  liabil- 
ity, for  any  of  the  years  1945  to  1949? 

A.  Taking  into  consideration  the  various  ad- 
justments, no. 

Q.  Have  you  similarly  determined  the  taxable 
income  and  income  tax  liability  of  the  Issaquah 
Creamery  for  the  years  1949  to  1946 1  A.     No. 

Q.  And  there  were  19  people  employed  on  this 
audit  and  your  firm  received  $70,000?  [1829] 

A.     That  is  correct. 

Mr.  Patten:  That  is  all.  I  have  finished  my 
inquiry. 

The  Court:    Mr.  LeSourd  or  Mr.  Cox? 
Cross  Examination 

Q.  (By  Mr.  Cox)  :  Mr.  Gorans,  I  believe  that 
you  testified  that  among  other  things,  you  had  ex- 
amined the  system  of  handling  miscellaneous  in- 
come at  Alpine  Dairy?  A.    Yes. 

Q.  And  you  said  it  was  recorded  by  Mrs.  Wilcox 
but  not  included  on  her  reports  which  are  picked 
up  on  her  general  ledger  as  miscellaneous  income? 

A.  It  is  included  on  her  report,  although  there 
was  no  breakdown  as  to  the  nature  of  the  items. 

Q.  In  other  words,  it  was  included  in  figures  for 
sales  or  some  other  type  of  income  on  the  reports? 

A.  No,  it  was  on  the  sheet  that  she  showed  her 
received  cash  and  amount  of  cash  actually  depos- 
ited in  the  bank. 

Q.  It  was  included  then  in  the  figure  of  debit 
to  cash  received? 

A.     No,  it  was  not.  It  was  included  in  the  actual 
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amount  deposited  in  the  bank  but  not  included  in 

the  other  figures.  [1830] 

Mr.  Cox:  I  wonder  if  I  could  have  Defendants' 
Exhibit  A-37^? 

Make  that  A-36.  It  would  be  one  of  those  monthly 
re-caps.  This  will  do  just  as  well. 

(Whereupon,  exhibit  was  handed  to  Mr.  Cox 
by  the  Clerk.) 

Q.  (By  Mr.  Cox)  :  Handing  you  what  has  been 
marked  as  A-36,  Mrs.  Wilcox's  re-cap  for  Decem- 
ber, 1949,  can  you  tell  me  where  the  figure  for  mis- 
cellaneous income  appears  there? 

A.  Miscellaneous  income  is  included  in  this  two 
columns,  ''Paid  in"  and  "Paid  out,"  and  gives  the 
amount  shown  in  this  column. 

Q.  That  is  the  second,  the  third  columns  from 
the  left;  is  that  correct? 

A.  That  is  correct.  The  amount  shown  in  the 
first  column  here  is  the  cash  collected  through  the 
normal  course  of  business,  cash  sales,  collections  on 
accounts  receivable,  and  a  like  nature,  and  miscel- 
laneous items  were  placed  in  this  particular  column 
and  items  paid  out  for  expenses  were  placed  in  this 
cohunn,  and  the  first  column  plus  the  amount  paid 
in,  minus  the  amount  paid  out,  is  the  amount  of  the 
deposit  that  was  actually  sent  to  the  bank,  and 
the [1831] 

The  Court:  (Interposing)  Mr.  Cox,  you  are  in 
the  way  of  one  of  the  jurors. 

Mr.  Cox:     Sorry. 

A.     (Continuing)   And  the   column   appearing — 
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the  first  column  here, — the  figures  appearing  in  this 

column    were    the    ones    recorded    in    the    general 

ledger. 

Mr,  Le  Sourd:  A  little  louder,  please,  Mr.  Gor- 
ans. 

A.  (Continuing)  And  the  amount  shown  for  de- 
posit was  also  recorded  in  the  general  ledger,  but 
the  amounts  appearing  in  these  two  columns  were 
not  recorded  in  the  general  ledger. 

Q.  (By  Mr.  Cox)  :  The  figures  for  normal  cash 
receipts  and  total  deposit  to  the  bank  do  appear  in 
the  general  ledger?  A.     Yes,  sir. 

Q.  You  testified  as  to  the  importance  of  recon- 
ciling certain  accounts  as  an  accounting  practice, 
particularly  the  accounts  headed,  I  believe,  on  these 
books  as  bank,  cash,  accounts  receivable  and  ac- 
counts payable;  is  that  right?  A.     Right. 

Q.  And  you  said,  for  instance,  that  there  was  a 
general  lack  of  reconciliation  of  the  bank  accounts 
in  the  [1832]  various  enterprises  in  which  Mr.  For- 
ster was  interested? 

A.  There  is  no  indication  that  no  reconciliation 
had  ever  been  made. 

Q.  You  heard  the  testimony  of  Mrs.  Simonson 
the  other  day,  did  you?  A.    Yes. 

Q.  Wasn't  it  her  testimony  that  Mr.  Utgard 
originally  reconciled  the  bank  account  but  there- 
after she  took  care  of  that  at  Finstad  and  Utgard? 

A.  The  only  thing  she  left  out  was  the  fact  she 
did  not  reconcile  it  with  the  general  ledger. 

She  reconciled  it  with  the  figures  she  was  keep- 
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ing,  but  so  far  as  I  know,  there  was  no  reconcilia- 
tion at  Finstad  and  Utgard  of  the  bank  account 
with  the  amount  in  the  general  ledger. 

Q.  The  office  of  Finstad  and  Utgard  received 
copies  of  Mr.  Taylor's  monthly  typewritten  state- 
ments for  the  corporation,  didn't  they? 

A.     I  assume  they  did. 

Q.  And  those  carried  the  figures  that  appeared 
in  the  general  ledger  for  those  accounts;  it  had  a 
figure  for  bank  and  cash? 

A.  Sometimes  the  figure  for  cash  and  bank  was 
combined  in  those  statements. 

Q.  And  other  times,  they  were  stated  sepa- 
rately? [1833]  A.     That  is  correct. 

Q.  Now,  was  it  also  true  that  so  far  as  this 
matter  of  reconciliation  of  the  check  register  itself 
was  concerned,  that  that  was  done  generally  at  a 
good  many  of  the  other  companies? 

A.  I  know  it  was  done  at  Renton  Ice  and  Ice 
Cream  Company,  because  it  Avas  done  on  the  back 
of  the  bank  statement. 

Q.  Plow  about  Apex  Farms,  was  there  a  process 
of  reconciliation? 

A.    Mr.  Keck  reconciled  that. 

Q.     What  about  Simonson  and  Forster? 

Did  Miss  Buchanan  do  that? 

A.  I  don't  recall  whether  they  did  it,  or  Mr. 
Taylor  did  it.   I  don't  remember. 

Q.  But  you  do  believe  that  at  least  that  partial 
reconciliation  was  made  in  the  instance  of  Simonson 
and  Forster,  as  well? 


622  Hans  Forster  vs. 

(Testimony  of  Gerald  E.  Gorans.) 

A.     I  am  not  sure  whether  it  was,  or  not. 

Q.  Now,  I  believe  you  said  that  a  person  would 
have  to  have  both  the  general  ledger  and  support- 
ing detail  in  order  to  make  a  reconciliation  of  the 
bank  account;  is  that  correct? 

A.     That  is  correct. 

Q.  Now,  by  the  supporting  detail,  I  take  it  you 
mean  [1834]  the  check  register  to  show  checks 
issued  which  have  not  cleared  the  bank,  cancelled 
checks,  and  bank  statements  themselves? 

A.     That  is  right. 

Q.  Just  the  process  that  you  and  I  go  through 
when  we  try  to  check  the  bank's  statements  to  us 
at  the  end  of  each  month,  sitting  down  with  our 
cancelled  checks  and  our  check  books  and  what  the 
bank  has  sent  us?  A.     That  is  correct. 

Q.  And  all  that  would  be  necessary  for  the  per- 
son making  that  kind  of  reconciliation  at  any  of 
these  companies  to  determine  whether  or  not  there 
was  any  discrepancy  between  the  result  that  they 
got  as  showing  the  correct  balance  at  the  bank  or 
the  correct  balance  in  the  cash  account  and  that 
which  was  carried  on  the  general  ledger  would  be 
to  compare  this  with  the  typed  statements  issued 
monthly  by  Mr.  Taylor  for  each  of  these  compa- 
nies? 

A.  Providing  everything  agreed  perfectly,  that 
is  all  you  woukl  need,  but  if  it  would  not  agree, 
then  you  would  have  to  have  the  general  ledger  to 
see  Avhat  figures  are  placed  in  it. 

Q.     Thpp  thev  could  liave  called  that  to  Mr.  Tay- 
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lor's  attention  and  conducted  some  investigation  to 

see  what  the  explanation  was?  [1835] 

A.  They  could  have,  but  I  don't  think  they  re- 
ceived the  statements  every  month. 

Q.  Now,  isn't  it  true  that  these  supporting  de- 
tails, the  bank  statements,  the  cancelled  checks,  the 
check  registers,  were  maintained  in  the  office  at 
Issaquah  or  Conway,  or  Renton,  or  Puyallup,  and 
were  not  maintained  in  Mr.  Taylor's  office  in  Se- 
attle? 

A.     So  far  as  I  know,  that  is  correct. 

Q.  I  believe  you  testified  that  there  was  no  re- 
conciliation of  accounts  payable  at  the  Renton  Ice 
and  Ice  Cream  Company? 

A.     That  is  correct. 

Q.  Now,  didn't  your  investigation  of  that  com- 
pany's books  show  that  as  a  matter  of  fact  at  the 
end  of  nearly  every  month  there  were  accounts  pay- 
able which  were  owed  by  the  company  but  which 
had  not  been  entered  by  Mr.  Schneider  or  anyone 
else  in  the  office  in  that  little  ledger  he  kept,  which 
are  in  evidence  here  as  Exhibits  212  and  212-A? 

Mr.  Cox:     Could  I  have  this? 

A.  I  think  I  understood  the  original  question  to 
apply  to  Alpine  Ice  Cream  and  not  Renton. 

Q.  (By  Mr.  Cox):  I  said  ' 'Renton."  Would 
you  change  your  answer  as  to  lack  of  reconciliation 
at  Renton  Ice?  [1836] 

A.  I  don't  think  it  was  reconciled.  If  it  had, 
there  would  not  have  been  the  differences  between 
these  books  and  the  general  ledger. 
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Q.  Now,  my  second  question  was,  whether  or  not 
in  your  investigation,  didn't  you  find  that  there 
were  accounts  payable  owed  by  the  corporation  at 
the  end  of  almost  any  month  but  which  are  not 
listed  in  those  books'? 

A.  Not  in  any  material  amounts.  There  could 
be  miscellaneous  invoices  that  were  not  received  in 
time  to  be  recorded  in  here,  but  basically,  as  I  un- 
derstood it,  this  was  kept  continuously  during  the 
month  and  when  an  invoice  was  received,  it  was 
recorded  here. 

At  the  end  of  the  month,  they  received  the  state- 
ments from  certain  suppliers  which  would  summa- 
rize the  various  invoices  recorded  in  here. 

Q.  Isn't  it  true  that  there  were  certain  recur- 
ring expenses  they  had  for  Avhich  they  received  no 
invoices  but  which  were  paid  regularly  in  the  fol- 
lowing month'? 

A.  The  only  thing  I  can  think  of  v/ould  pos- 
sibly be  a  light  bill,  power  and  light,  and  they  would 
receive  an  invoice  on  that. 

Q.  Didn't  they  rent  an  ice  box  some  place  and 
distribute  ice  through  it  and  they  made  a  flat  pay- 
ment plus  [1837]  a  percentage  of  the  proceeds'? 

A.    I  believe  so. 

Q.  And  that  w^as  never  entered  in  the  accounts 
payable  *? 

A.     I  think  it  Avas  sometime,  at  various  times. 

Q.     Mot  re.JTularly,  however? 

A.  T  didn't  check  to  see  whether  it  was  done 
rpe:u]?.rlv  ovorv  month  or  not. 
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Q.  Is  it  true,  based  on  your  investigations,  that 
some  of  the  accounts  that  are  entered  in  that  book 
were  not  paid  in  the  following  month,  but  were 
carried  over,  and  were  paid  perhaps  along  with 
other  obligations  accruing  in  the  months  thereafter  ? 

A.  Generally,  there  were  very,  very  few  invoices 
carried  forward  into  subsequent  months.  They  were 
generally  paid. 

Q.     There  were  some,  however? 

A.     There  could  have  been  some. 

Q.  Will  you  tell  us  what  the  dociunent  is  that 
you  are  examining? 

A.  This  is  a  report  that  we  issued  as  a  result 
of  our  investigation  of  the  accounts  payable  and 
inventory  out  at  Renton  Ice  and  Ice  Cream. 

Mr.  Cox :  I  wonder  if  we  could  have  this  marked, 
Mr.  Bell?  [1838] 

The  Clerk:  Defendants'  Exhibit  No.  A-50 
marked  for  identification. 

(Defendants'  Exhibit  A-50  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Cox)  :  I  believe  you  stated  that  the 
general  ledger  that  you  examined  in  connection  with 
your  investigation  contained  inadequate  posting  de- 
tails; is  that  correct?  A.     That  is  correct. 

Q.  Now,  taking  for  example,  Exhibit  272,  which 
is  the  general  ledger  of  the  Alpine  Dairy,  those  de- 
tails, if  they  had  been  posted  as  you  feel  they 
should,  would  have  been  posted  in  these  narrow 
columns  marked  folio  and  checks  made  in  this  other 
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narrow  coliunn,  is  that  correct?  A.     Oh 

Q.  (Interposing)  And  the  material  written  in 
under  the  heading  "Items'"? 

A.  The  source  of  the  entry  placed  in  here  should 
have  been  recorded  in  the  general  ledger.  So  far  as 
checking  it  off  here,  this  check  mark  is  provided 
purely  for  the  person  making  the  posting  to  use  as 
an  indication  that  something  has  been  recorded 
here,  and  also  recorded  in  the  other  subsidiary  rec- 
ords. 

Q.  Would  you  indicate  to  the  Jury  the  location 
of  those  columns  you  are  referring  to  here?  [1839] 

A.  The  column  for  recording  the  source  of  the 
information  placed  in  the  general  ledger  is  right 
here.  Any  unusual  items  or  items  that  should  have 
an  explanation  in  here  would  be  placed  in  this 
column. 

The  Court:  Can  we  identify  that  so  that  the 
record  would  show  what  he  is  referring  to  ? 

Mr.  Cox:     I  did. 

The  Court:     The  columns? 

Q.  (By  Mr.  Cox)  :  One  is  headed:  "Folio,"  and 
the  other  "Items";  is  that  correct? 

A.  Yes ;  this  particular  page  applies  to  the  bank 
accounts. 

Q.  Yes;  now,  as  you  say,  these  posting  entries 
would  have  reference  to  the  volume  and  page  of 
other  supporting  records  from  which  these  figures 
had  come,  is  that  correct? 

A.     That  is  correct. 

Q.    And  the  items  thus  to  be  recorded  are  for 
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convenience  back  and  do  not  enter  into  the  financial 
picture  reflected  by  the  books,  do  they?    They  are 
not  included  in  any  totals  in  these  books'? 

A.     That  is  right;  they  are  not. 

Mr.  Cox:    May  I  have  271,  please? 

(Whereupon,  dociunent  was  handed  to  Mr. 
Cox  by  the  Clerk.)   [1840] 

Q.  (By  Mr.  Cox)  :  You  testified,  I  believe,  Mr. 
Gorans,  to  a  number  of  what  you  termed  major  de- 
ficiencies in  the  l^ooks  of  Issaquah  Creamery  Com- 
pany, is  that  correct?  A.     Yes. 

Q.  And  the  first  of  these  was  that  you  stated 
tliat  there  had  l^een  no  reconciliation  of  cash  and 
that  when  you  reconciled  cash  on  hand  at  the  end 
of  December,  1949,  you  found  that  the  ledger 
showed  some  $4,742.68  more  cash  as  being  on  hand 
than  actually  was  on  hand  in  the  till  in  the  office; 
is  that  correct?  A.     That  is  correct, 

Q.  You  then  testified  that  the  general  ledger 
showed  for  the  same  period,  so  far  as  you  could 
reconcile  it,  some  $4500  less  cash  in  the  bank  than 
was  actually  in  the  bank?  A.     That  is  correct. 

Q.  But,  on  cross-examination  ])y  Mr.  Patten  I 
believe  you  testified  that  these  two  differences  can- 
celled each  other  out  except  for  a  net  of  some 
$245.00;  is  that  correct? 

A.     The  over-all  effect  on  the  total. 

Q.    Yes. 

A.  Were  expenses  of  the  corporation  that  would 
tlieoretically  cancel.  [1841] 

Q.     There  vrnulf]  be  no  effect  on  the  income  of 
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the  corporation  as   a  result  of  the   determination 
that  the  cash  was  in  the  bank  or  in  the  till  as  long 
as  it  appears  somewhere  in  the  records  of  the  com- 
pany as  an  asset 'F 

A.  It  is  a  good  idea  to  know  what  you  have  ac- 
tually cash  on  hand,  or  in  the  bank. 

O.     But  it  doesn't  affect  income? 

A,  No,  it  doesn't  affect  income  if  they  actually 
offset  each  other  in  exact  amounts. 

Q.  The  next  discrepancy  you  noted  was  that  the 
accounts  payable  as  of  the  end  of  December,  1949 
were  overstated  in  the  general  ledger  by  some  sixty 
thousand  dollars'?  A.     That  is  correct. 

Q.  I  believe  you  admitted,  however,  on  cross- 
examination  by  Mr.  Patten,  didn't  you,  that  this 
was  due  to  the  duplication  in  Mr.  Erickson's  jour- 
nals of  the  invoices  of  Consolidated  Dairy  Products 
and  R.  L.  Stevenson,  about  which  Mr.  Conway,  the 
handwriting  expert,  testified ;  is  that  true  f 

A.     That  accounted  for  substantially  most  of  it. 

Q.  And  Mr.  Taylor's  general  ledger  reflected  the 
entries  regarding  Consolidated  Dairy  Products  in 
the  amount  of  approximately  $51,000  and  the  R.  L. 
Stevenson  in  approximately  $18,000  in  the  same 
manner  they  were  reflected  [1842]  on  Mr.  Erick- 
son's journals;  didn't  they"? 

A.  They  agreed,  the  figures  recorded  in  the 
journals  had  been  recorded  in  the  general  ledger. 
However, 

Q.  (Interposing)  And  the  reason  there  was  no 
supporting  detail 
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Mr.  Keesling:  (Interposing)  If  the  Court  please, 
he  didn't  finish. 

Mr.  Cox:    I  am  sorry. 

A.  (Continuing)  However,  the  general  ledger 
shows  that  Mr.  Conway  pointed  out  the  figures  were 
changed  upon  the  advice  of  someone.  He  left  out 
an  invoice  of  $51,000  and  there  was  no  inquiry  as 
to  why  someone  would  keep  a  set  of  records  and 
leave  $51,000  out. 

Q.  (By  Mr.  Cox)  :  However,  the  change  made 
in  Mr.  Taylor's  ledger,  after  you  had  initially  com- 
pared the  figures  he  took  off  the  books  when  he 
went  out  at  the  end  of  January,  1950,  was  made  in 
accordance  w^ith  changes  that  had  been  made  in  Mr. 
Erickson's  journal! 

A.  I  don't  know  the  date  he  made  the  changes. 
The  journals  and  the  ledger,  after  both  were 
changed,  were  in  agreement  so  far  as  the  figures 
were  concerned. 

Q.  And  so  the  reason  why  there  was  no  sup- 
porting detail  for  this  part  of  the  accounts  payable 
stated  in  the  general  ledger  is  that  there  was  no 
supporting  detail  [1843]  apparently  for  the  entry 
made  in  Mr.  Erickson's  journal? 

A.  I  don't  understand  what  you  mean  by  "sup- 
porting detail." 

O.  I  mean,  there  was  no  proper  invoice  not 
already  paid  for  these  two  items? 

A.  There  couldn't  have  been  if  the  invoice  had 
been  recorded  twice. 

Q.     Now,  I  may  say  I  think  the  other  discrep- 
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ancy  that  yoii  pointed  out  was  that  you  found  that 
the  general  ledger  figure  for  milk  drafts  and  the 
figure  supported  by  the  details  that  you  examined 
was  from  nine  to  ten  thousand  dollars  apart;  is 
that  correct  '^  A.     That  is  correct. 

Q.  And  here,  again,  that  was  apparently  due 
to  the  items  of  five  thousand  dollars  to  the  milk 
draft  account  in  November,  and  in  December,  1949, 
in  the  manner  also  testified  to  by  Mr.  Conway? 

A.    Yes. 

Q.  Can  you  tell  us,  Mr.  Gorans,  of  any  specific 
instance  where  Mr.  Taylor's  general  ledger  for  the 
Issaquah  Creamery  and  Alpine  Dairy  did  not  accu- 
rately reflect  the  summary  figures  that  were  con- 
tained in  Mr.  Erickson's  journals,  or  in  the  adding 
machine  tapes  that  w^re  supplied  to  Mr.  Taylor,  of 
which  Exhibit  A-16  is  an  example?  [1844] 

A.    Yes,  I  can. 

Q.     Would  you  tell  us  one  of  those? 

A.  Well,  if  you  would  give  me  the  cash  dis- 
bursement book  for  1949  for  Alpine  Dairy. 

Q.     That  is  213,  I  believe.   No.   Yes. 

(Whereupon,   document  was  handed   to   the 
witness  by  Mr.  Cox.) 

Q.     (Continuing)  Is  that  the  one  you  wanted? 

A.    Yes. 

The  Court:    Exhibit  213? 

Mr.  Cox:    Yes,  your  Honor. 

A.  (Continuing)  January  31,  1949,  for  Alpine 
Dair}^,  there  is  a  total  shown  in  this  book  as  a  debit 
to  accounts  receivable  of  $12,131.00.  That  amount 
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has  been  posted  as  a  debit  to  wholesale  sales.  The 
same  amount,  $12,130.00,  there  is  no  entry  in  such 
amount  in  the  accounts  receivable  as  a  debit,  which 
this  indicates  there  should  have  been,  and  I  think 
you  will    find  that  true  in  practically  every  month. 

Q.  Isn't  it  true  that  the  items  entered  in  the 
column  accoimts  receivable  in  Mr.  Erickson's  jour- 
nals reflected  largely  advances  to  dealers  to  finance 
the  purchase  of  freezer  equipment,  and  things  of 
that  sort,  or  personal  loans,  or  some  kind,  made  by 
Mr.  Forster? 

A.  I  think  most  of  the  reported  loans  to  cus- 
tomers [1845]  are  reported  payments  for  equip- 
ment sold  to  customers  on  a  customer's  sales  con- 
tract. 

Q.  Do  you  know  whether  those  figures  entered 
into  the  figures  reported  by  Mrs.  Wilcox  as  whole- 
sale sales  of  Alpine  Dairy? 

A.     Some  of  them  were. 

Q.  To  the  extent,  therefore,  that  they  had  heen 
entered  in  the  figures  for  wholesale  sales,  wouldn't 
it  be  necessary  to  enter  these  items  as  a  debit  to 
that  account  in  order  to  take  it  out  and  to  avoid 
paying  sales  tax  on  an  item  which  was  not  actually 
a  sale  of  products  but  a  financing  transaction? 

A.  They  should  never  have  been  put  into  whole- 
sale sales  in  the  first  place. 

Q.  And  this  is  an  attempt  to  correct  that,  isn't 
it? 

A.  It  is  an  attempt  to  do  something  to  balance 
the  thing  out  without  going  into  any  details  to  find 
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out  Avhether  or  not  he  does  have  the  correct  figure. 

Q.  Does  this  affect  income  of  the  Alpine  Dairy 
for  the  year  I 

A.  In  the  end  the  way  it  was  handled  in  a  way, 
it  would. 

Q.     In  which  way? 

A.  In  that  sometimes  as  a  result  of  not  check- 
ing [1846]  the  actual  figures  shown  here  by  Mr. 
Erickson  with  the  amounts  included  in  contracts 
receivable  down  at  Alpine  Dairy,  there  were  items 
of  equipment  purchased  for  customers  that  were 
charged  to  expense  and  improperly  recorded  down 
at  AlxDine  Dairy,  and  as  a  result  in  the  end,  it 
affected  income. 

Q.  This  was  because  of  an  improper  recordiza- 
tion  at  Alpine  which  was  passed  on  to  Mr.  Taylor 
and  entered  by  him  in  the  ledger,  is  that  correct? 

A.  Where  the  improper  part  conies  in  is  that 
it  vv^as  not  checked  to  determine  v/hether  or  not  he 
was  getting  information  in  the  proper  manner. 

Q.  But  the  initial  mistake  was  made  by  some- 
one at  Alpine,  is  that  correct? 

A.     Well,  the  work  was  done  at  Alpine. 

Q.  The  v^^ork  v/as  done  at  Alpine,  and  it  was 
passed  on  to  Mr.  Taylor  in  some  kind  of  a  total 
which  you  say  he  did  not  check? 

A.     That  is  correct. 

Q.  Would  you  say  then  that  aside  from  this 
practice  of  entering  totals  taken  from  Mr.  Erick- 
son's  journal  colnmn  accounts  receivable,  and  per- 
haps RuothoT  aceoiu^t  in  the  ledger,  but  where  the 
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figure  actually  was  entered,  I  take  it  in  eacli  in- 
stance   that    appears    in    the    ledger    some    place, 
doesn't  it?  [1847] 

A.  I  think  you  can  generally  say  that  the  fig- 
ures included  in  this  are  in  the  general  ledger  some 
place. 

Q.  So  that  the  figures  that  were  furnished  to 
Mr.  Taylor  by  Mr.  Erickson  were  through  the  to- 
tals at  the  end  of  the  month  in  the  cash  disburse- 
ment journal  such  as  the  one  you  have  before  you, 
or  in  the  adding  machine  tapes  used  to  provide  a 
breakdown  of  the  detail  of  the  miscellaneous  col- 
umn— those  figures  do  appear  in  some  form  or  an- 
other in  Mr.  Taylor's  ledger  so  far  as  your  check 
has  shown? 

A.  A¥el],  there  is  one  particular  item  right  here 
on  this  page  that  I  opened  that  does  not  appear 
in  the  general  ledger  exce]it 

Q.     (Interposing)   This  is  again  January,  is  it? 

A.    Yes. 

Q.     1949? 

A.  (Continuing) except  as  a  debit  to  whole- 
sale sales. 

This  particular  item  was — I  don't  know  how  the 
transaction  originated  or  anything  like  that,  but  in 
analyzing  the  amounts  Mrs.  Wilcox  recorded  in 
the  ''Paid  In,"  she  received  an  item  of  $4,000  from 
the  Washington  Escrow  Company  that  was  never 
recorded  in  the  general  ledger,  and  the  accoimt, 
when  paid  out,  shows  in  the  cash  disbursement  book 
and  was  charged  to  wholesale  sales,  and  when  the 


634  Hans  Forster  vs. 

(Testimony  of  Gerald  E.  Gorans.) 
cash  [1848]  came  back,  it  was  in  '^Paid  In"  ''Paid 
Out"  basis,  and  deposited  in  the  bank,  but  never 
recorded  in  the  general  ledger  as  having  been  re- 
ceived back  from  this  organization  that  the  money 
was  advanced  to. 

Q.  Would  you  say,  Mr.  Gorans,  that  a  good 
many  of  these  discrepancies,  as  you  call  them,  re- 
sulted from  the  fact  that  the  income  book — the 
bookkeeping  as  to  income  of  Alpine  was  at  one 
office  in  Seattle,  and  the  procedure  as  to  disburse- 
ment at  another  office  in  Issaquah'? 

A.  That  is  correct.  There  was  no  correlation  to 
see  whether  the  information  from  the  two  sources 
was  coming  in  in  the  proper  order  so  that  you  could 
effectively  handle  the  information  from  each  place 
and  place  it  properly  in  the  general  ledger. 

Q.  Kow,  turning  to  the  relationship  that  you 
testified  to  in  a  number  of  instances  between  Mr. 
Taylor's  ledger  for  Alpine  Dairy  and  the  re-cap  or 
reports  which  he  received  monthly  from  Mrs.  Wil- 
cox, you  stated,  for  example,  I  believe,  that  as  of 
October  31,  1949,  the  general  ledger  for  Alpine, 
which  is  Exhibit  272,  which  you  have  before  you, 
shows  a  negative  balance  in  the  cash  account,  is 
that  correct?  A.    Yes. 

Q.  Now,  what  is  the  balance  shown  in  that 
ledger  account  for  the  preceding  month?  [1849] 

A.     The  month  of  September? 

Q.     Yes. 

A.  It  show^s  the  debit  balance  of  actually  cash 
on  hand  of  $22,232.84 
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Q.  Now,  as  appears  on  that  ledger  sheet,  Mr. 
Taylor  added  to  this  the  figure  $311,402.81,  repre- 
senting cash  receipts  which  he  took  from  Mrs. 
Wilcox's  monthly  report,  didn't  he? 

A.     That  is  where  it  came  from. 

Q.     And  that  is  the  figure  that  appeared? 

A.  It  is  one  of  the  figures  that  appeared  on 
there.  The  other  information  is  also  there. 

Q.  He  then  subtracted  the  figure  $354,668.63 
which  was  the  correct  month-end  total,  taken  from 
the  credit  to  cash  column  in  ]\Ir.  Erickson^s  journal, 
wasn't  it,  which  is  Exhibit  213,  you  have  it  there? 

A.     That  is  correct. 

Q.  And  if  he  correctly  makes  the  addition  and 
subtraction  indicated  in  that  manner,  you  get  a 
credit  balance  for  the  account  of  $21,032.98? 

A.     That  is  right. 

Q.  And,  since  cash  is  an  asset  account,  you  have 
referred  to  this,  as  a  negative  balance,  because  it 
should  be  a  debit  balance? 

A.  It  is  a  physical  impossibility  to  have  less 
than  [1850]  zero  cash.  You  can  get  to  zero,  but  not 
below  it. 

Q.  That  is  true  to  the  terms  of  the  man  stand- 
ing at  the  till  counting  the  cash. 

A.  Actually  in  the  same  terms,  so  far  as  the 
cashier  is  concerned.  They  have  cash  or  zero,  but 
not  less  than  zero  on  hand. 

Q.  Isn't  it  possible  for  the  relationship  between 
information  coming  to  the  general  ledger  from  sub- 
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sidiary  journals  to  produce  for  the  time  being  at 

least  a  figure  of  that  kind  I 

A.  If  you  don't  correct  it,  what  it  is,  so  far  as 
an  accountant  is  concerned,  it  is  a  flag  to  the  fact 
that  there  is  something  wrong  with  the  figures  he  is 
putting  in  the  general  ledger. 

Q.  And  you  don't  know  whether  Mr.  Taylor 
made  any  effort  after  he  made  this  entry  to  find 
out  the  situation? 

A.  Apparently  not,  or  it  would  have  been  cor- 
rected before  it  was. 

Q.  You  testified  to  a  negative  balance,  Novem- 
ber 30,  1949,  and  to  a  small  cash  balance  December 
31,   1949,  which  you  said  was  understated? 

A.     That  is  correct. 

Q.  This  situation  then  involving  the  cash  ac- 
count to  which  you  testified  covered  this  three- 
month  |)eriod,  [1851]  October,  November  and  De- 
cember, 1949,  is  that  correct? 

A.     That  is  correct. 

Q.  Didn't  you  find  in  your  investigation  that  at 
that  time  Alpine  Dairy  was  participating  in  a 
large  contract  for  furnishing  milk,  either  to  the 
Seattle  Public  Schools  or  to  some  Army  installa- 
tion here  in  which  they  were  cooperating  in  supply- 
ing the  milk  with  three  other  dairies? 

A.     That  is  right. 

Q.  That  is,  the  contract  was  entered  into  in  Al- 
pine's name,  but  the  milk  was  delivered  by  Alpine, 
Carnation,  and  Kristof  erson  ? 

A.     That  is  correct. 
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Q.  Didn't  you  find  out  that  Alpine  billed  for 
the  entire  quantity  of  milk  delivered  and  that  pay- 
ment for  the  entire  supply  was  sent  to  Alpine? 

A.  That  is  correct.  The  cash  was  recorded  by 
Alpine  Dairy.  In  all  but  one  month  it  was  shown 
as  actual  cash  received.  In  that  particular  month  of 
October,  it  was  deducted  from  the  normal  receipts 
and  put  into  the  "Paid-in"  colmnn,  and  as  a  result, 
not  placed  in  the  general  ledger. 

Q.     That  was  by  someone  at  Alpine? 

A.  It  was  shown  as  a  deduction  on  the  schedule 
or  the  report  prepared  by  Mrs.  Wilcox,  but  when 
these  companies  were  paid  for  their  share  of  the 
collection,  that  [1852]  was  paid  by  check  from  Issa- 
quali  Creamery  Company. 

Q.     From  the  Issaquah  office? 

A.     From  the  Issaquah  office. 

Q.     But  drawn  on  the  Alpine  Dairy  Account? 

A.     That  is  right. 

Q.  And  the  net  result  was  that  it  was  credited 
out  from  cash  as  having  been  deposited  in  the  bank 
and  thereafter  paid  out  of  the  bank  account  for 
the  Issaquah,  a  larger  simi  than  debited  and  based 
on  reports  received  from  the  office  on  Rainier 
Avenue  ? 

A.  That  is  right,  only  when  it  was  paid  out,  it 
was  charged  against  purchases,  and  as  a  result, 
ended  up  as  expense,  and  yet,  when  received  at 
Alpine,  not  recorded  as  income,  and  as  a  result,  you 
have  an  overstatement  of  expenses. 

Q.     It  was  not  income  actually  to  Alpine? 
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A.     It  was  not  income  but  recorded  as  income. 

Q.     I  thought  you  said  it  wasn't? 

A.  In  all  months  except  October,  and  when  dis- 
bursement was  made,  it  was  charged  against  ex- 
penses, so  that  collections  for  the  month  of  October 
actually  show  up  as  expense,  but  the  income  was 
never  recorded  as  income. 

Q.  In  the  other  months,  did  it  represent  the 
income,  it  not  having  been  truly  income  to  Alpine? 
It  was  proper  then  for  them  to  charge  the  pay- 
ment off  as  an  expense  to  offset  it?  [1853] 

A.  If  the  income  was  placed  in  the  income,  that 
is  perfectly  permissible  to  charge  the  offsetting 
check  to  expenses. 

Q.  Would  you  agree  then  that  the  situation  that 
arose  then  in  the  month  of  October  and  which  took 
some  time  to  straighten  out,  resulted  from  this 
large  contract  and  a  mistake  in  handling  of  the 
receipts  and  "Pay-Outs"  representing  the  share  of 
the  other  three  dairies  ? 

A.  Well,  the  only  thing  is  it  is  a  mistake,  all 
right,  but  I  can't  understand  why  it  carried  for- 
ward for  six  months  before  it  was  corrected. 

Q.  Well,  the  first  time  it  appeared  as  a  negative 
balance  on  the  cash  account  was  in  October? 

A.  That  is  correct,  and  we  corrected  it  when 
we  started  work  in  April,  1950.  They  were  still 
carrying  a  negative  cash  balance  in  1950. 

Q.  They  were  still  counting  it  as  receipts  and 
charging  it  off  as  expense? 

A.     No,  they  still  had  a  negative  cash  in  1950, 


United  States  of  America  639 

(Testimony  of  Gerald  E.  Gorans.) 
but  during  1950,  these  items  were  recorded  prop- 
erly, but  there  had  been  no  correction  for  improper 
entry  in  October,  1949. 

Q.  You  testified  at  the  end  of  December,  the 
cash  account  of  the  ledger  did  show  a  positive 
balance  % 

A.  Oh,  yes,  of  $1700.  They  actually  had  some- 
thing  [1854]    like  $27,000  on  hand. 

Q.  You  arrived  at  that  $27,000  figure  from  the 
Exhibit  41.  Do  you  have  that?— kept  by  Miss  Krall? 

A.     No. 

Mr.  Cox:  I  am  sorry.  I  don't  need  it.  That  re- 
ferred to  the  Creamery. 

Q.  (By  Mr.  Cox) :  How  did  you  arrive  at  the 
figure  of  cash  on  hand,  December  31,  1949,  that  you 
liave  compared  to  this  $17001 

A.  Merely  by  determining  which  deposits  were 
not  recorded  by  the  bank  until  the  subsequent 
month,  and  when  you  totalled  those  deposits  and 
compare  it  with  the  general  ledger,  that  is  all  there 
is  to  it. 

Mr.  Cox:     May  I  have  A-45? 

Q.  (By  Mr.  Cox) :  Handing  you  what  has  been 
marked  Defendants'  Exhibit  A-45,  the  bank  state- 
ment of  Alpine  Dairy,  when  you  testified  that  the 
actual  cash  on  hand  on  October  31st  was  $9,566.82, 
you  arrived  at  that  simj^ly  by  taking  the  deposits 
shown  in  the  bank  statements  for  the  following 
month  as  having  been  made  on  November  1st,  is 
that  correct?  A.     That  is  right. 

Q.    And,  similarly,  when  it  came  to  December, 
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you  have   what  the   balance   shows   on   November 
31st;   yoii  gave   us   a    [1855]    figure  based   on  the 
initial  deposit  made  in  December? 

A.  Yv'ell,  there  might  be  more  than  one  deposit; 
it  depends  on  whether  the  end  of  the  month  fell  on 
Saturday  or  Sunday. 

Q.  I  believe  the  testimony  was  that  the  figure 
you  gave  was  $13,346.11,  wasn't  it? — if  my  memory 
serves  me.  A.     $13,346.11. 

Q.  And  that  w^as  in  fact  the  first  deposit  made 
in  December? 

A.  That  is  right;  deposit  recorded  by  the  bank 
on  December  1,  1949. 

Q.  All  right;  and,  referring  to  the  bank  state- 
ment for  January,  1950,  how  did  you  derive  the 
figure  of  $27,000  which  you  testified  to  as  having 
been  the  actual  cash  on  hand  at  the  end  of  busi- 
ness on  December  31,  1949? 

A,     Can  I  see  Mrs.  Wilcox's  report  for  December? 

Q.     Which  one,  the  re-cap? 

A.  The  one  which — well,  the — well,  all  the  sheets 
for  the  month  of  December,  1949. 

Q.  Handing  you  A-36,  is  that  the  document  to 
which  you  referred? 

A.  Yes.  There  was  a  deposit  of  $19,756.20  made 
January  4,  recorded  in  Mrs.  Wilcox's  summary  as 
her  receipts  for  the  last  day  of  December,  1949. 
There  was  a  [1856]  deposit  of  $7,301.82,  on  Janu- 
ary 3,  1950,  which  is  recorded  here  as  a  receipt  for 
the  30th  of  December,  so  it  would  be  the  30th  of 
December,  1949. 
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Q.  And,  are  there  some  other  small  deposits 
which  do  not  enter  your  calculation  then? 

A.  No,  because  I  do  not  have  any  support  as  to 
what  these  particular  items  are. 

Q.     You  don't  know,  for  instance,  Avhere  the 

A.  (Interposing)  Generally,  from  my  experi- 
ence with  this,  these  smaller  deposits  here,  one  is 
$200,  one  is  $175.40,  represent  N.S.F.  checks  re- 
turned to  the  bank. 

Q.  What  about  $3,912.13  and  $7,208.16,  the  first 
of  which  was  deposited  January  3rd  and  the  second 
January  4,  1950? 

A.  They  were  both  deposited  January  4th,  and 
probably  receipts  for  January  1st  and  2nd  of  1950 
and  the  $7,000  would  be  receipts  for  the  following 
day.  Mrs.  Wilcox's  summary  for  1950  is  not  in  evi- 
dence here,  or  I  could  point  those  out  to  you. 

Q.  So  that  your  determination  of  the  amounts 
actually  on  hand  involved  a  reference  to  the  bank 
statements  which  you  testified  were  kept  in  the 
office  of  Issaquah  and  not  in  Mr.  Taylor's  office? 

A.  That  is  right,  but  Mr.  Taylor  went  to  the 
Issaquah  office,  so  that  they  were  available  for  him 
to  [1857]  look  at.  It  didn't  make  any  difference 
whether  they  were  in  his  office,  or  at  Issaquah. 

Q.  Do  you  know  of  your  own  knowledge  they 
were  available  for  him  there,  or  is  it  a  conclusion? 

A.  I  would  assmne  if  they  were  not  available 
that  he  would  have  decided  to  sever  his  relation- 
ship because  the  information  was  not  given  to  him. 
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Mr.  Cox:  I  move  to  strike  the  witness's  answer 
as  anything  he  assumes  must  have  been  the  case. 

The  Court:  Insofar  as  it  may  be  considered  as 
testimony  to  actual  matters,  it  may  be  stricken. 

The  Court — I  mean  the  Jury — will  disregard  the 
testimony  of  the  witness  as  to  actual  matters  when 
he  states  that  he  assumed  something.  Does  that 
cover  it? 

Mr.  Cox :    Yes,  your  Honor. 

Q.  (By  Mr.  Cox)  :  Now,  you  then  went  on  to 
discuss  the  status  of  the  account  in  the  general 
ledger  for  accounts  receivable  at  Alpine  as  of  De- 
cember 31,  1949,  and  you  stated,  did  you  not,  that 
there  was  a  difference  of  $10,354.98  between  Mr. 
Taylor's  ledger  figures  in  Exhibit  252,  which  you 
have  before  you,  and  in  Mrs.  Wilcox's  re-cap,  which 
is  Defendants'  Exhibit  A-ST'?  A.     Yes. 

Q.  And  you  said  that  this  discrepancy  resulted 
in  [1858]  an  understatement  of  income  in  that 
amount;  is  that  correct? 

A.     That  is  correct. 

Q.  Will  you  tell  us  where  you  find  the  figure  on 
A-37  to  which  you  testified  as  representing  the  bal- 
ance shown  there  by  Mrs.  Wilcox  for  accounts 
receivable  ? 

A.  Well,  there  is  one  figure  here  of  $359,756.45, 
and  another  item  of  $187.29,  which  is  identified  as 
Franklin  Grocery  Cabinet. 

Q.  And  you  added  that  figure — added  that  fig- 
ure to  the  figure  which  Mrs.  Wilcox  shows  as  the 
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final  balance  for  all  accounts  receivable  at  the  end 

of  the  month? 

A.  Well,  since  this  was  a  record  that  was 
available  at  that  time  that  is  the  figure  as  to  ac- 
counts receivable  that  she  had. 

Q.  Now,  the  figure  of  $187  is  circled  there,  isn't 
it?  A.     Yes. 

Q.  Wouldn't  that  in  accounting  practice  nor- 
mally indicate  that  it  is  a  figure  contra  to  those 
otherwise  carried  in  that  column  and  therefore 
would  be  sul^tracted  rather  than  added? 

A.  It  could  l3e,  ])ut  there  is  no  indication  here 
that  it  should  be  subtracted. 

Q.  Is  there  any  indication  there  that  it  should 
be  [1859]  added? 

A.  Well,  it  is  included  in  the  ending  balance  in 
the  accounts  receivable. 

Q.  It  happens  to  be  in  the  same  column  below 
tlie  figure  she  gives  as  ending  balance  for  accounts 
receiva])le  ? 

A.  Yes,  because  this  was  considered  an  ordinary 
item,  so  far  as  she  was  concerned. 

Q.  And  it  was  an  extension  of  a  transaction  re- 
flected thre&  cohmuis  to  the  left,  isn't  that  it? 

A.  Yv^ell,  it  is  in  the  column  covering  the  bal- 
ance at  the  end  of  the  month. 

Q.  But  appears  below  the  total  she  entered  in 
her  calculations  of  accounts  receivable? 

A.     And  it  appears  below  the  total  that  she  made. 

Q.  Now,  you  then  testified  that  Mr.  Taylor's 
ledger,  Exhibit  272,  shows  a  figure  at  the  end  of  this 
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month   for   accounts   receivable   of   $349^588.76;   is 

that  correct?  A.     That  is  correct. 

Q.  Now,  do  yon  know  how  Mr.  Taylor  arrived 
at  this  figure?  A.     No,  I  do  not. 

Q.  All  right,  referring  you  to  Defendants'  Ex- 
hibit A-37 — I  am  sorry —  I  mean  A-36 — do  you  have 
A-36  there  H1860]  A.    A-34. 

Q.     Is  this  for  October  or  December? 

A.     This  is  October. 

The  Court:     We  might  take  the  recess  now. 

Mr.  Cox:    All  right. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury, 
we  will  now  take  the  mid-morning  recess.  The 
Court  calls  your  attention  to  the  admonition  given 
you  on  similar  occasions,  and  asks  you  to  heed  such 
admonitions  on  this  occasion.  You  may  now  be 
excused. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

(WhereuiDon,  at  11:00  o'clock  a.m.  a  recess 
in  the  within-entitled  and  numbered  cause  vv^as 
had  until  11:14  o'clock  a.m.,  March  23,  1954,  at 
which  time  counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to-wit:) 

The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court :    You  may  proceed. 
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It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor.   [1861] 

The  Court:    You  m.ay  proceed,  Mr.  Cox. 

Q.  (By  Mr.  Cox)  :  Directing  your  attention,  Mr. 
Gorans,  to  Defendants'  Exhibit  A-37 — which  I  be- 
lieve you  have  there?  A.    Yes. 

Q.  Which  is  a  part  of  Mrs.  Wilcox's  report  for 
December,  1949,  and  to  some  figures  in  pencil  at  the 
bottom  of  the  page,  do  those  appear  to  be  in  Mr. 
Taylor's  handwriting  ? 

A.  There  are  some  figures  here  that  appear  to 
be  in  his  handwriting. 

Q.  All  right,  referring  to  the  general  ledger 
account  for  Accounts  Receivable  is  the  first  figure, 
$378,600.69  the  correct  balance  from  the  preceding 
month  as  shown  in  his  accounts  received  record? 

A.  I  don't  know  if  it  is  the  correct  balance  or 
not.  It  is  the  balance  in  here. 

Q.     It  is  the  balance  in  that  place? 

A.     In  the  ledger,  yes. 

Q.  And  then  did  he  add  in  those  small  figures 
in  the  bottom,  $182,420.89?  A.     Yes. 

Q.  And  that  is  the  figure  on  A-36  showing  the 
total  of  charge  sales,  isn't  it;  or  you  derive  it  from 
two  figures  in  Mrs.  Wilcox's  brief  summary  there? 

A.     Yes. 

Q.  And  then  he  subtracted  the  figure  $201,432.82, 
which  is  the  total  figure  for  wholesale  and  retail 
collections,  which  Mrs.  Wilcox  had  sent  him  ? 
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A.  The  figures  originally  written  was  201,  but 
it  has  been  changed  to  two  hundred  and  six  thous- 
and. 

Q.  In  the  ledger,  but  I  am  referring  to  his  cal- 
culation in  the  bottom  of  A-37. 

A.  There  are  some  figures  that  have  been  writ- 
ten over  there.  It  is  a  little  difficult  to  tell  what 
they  are. 

Q.  But,  in  any  event,  by  subtracting  whatever 
that  figure  is,  he  arrives  at  $359,588.76. 

A.     That  figure  appears  here. 

Q.  And  that  is  exactly  ten  thousand  dollars  more 
than  the  figure  you  testified  to  was  the  final  balance 
he  showed  at  the  end  of  the  year  for  accounts  re- 
ceivable? A.     That  is  correct. 

Q.  Now,  you  just  indicated  that  he  had  written 
over  one  of  the  figures  in  the  accounts  receivable 
record  in  the  ledger  to  increase  this  $201,000  figure 
to  $206,000,  a  difference  of  five  thousand  dollars? 

A.     Right. 

Q.  That  reduced  the  balance  of  accounts  receiv- 
able then,  according  to  his  books,  from  the  [1863] 
$359,000  figure  which  he  had  on  A-37  to  $354,000- 
come  odd  dollars  and  cents? 

A.     It  could  be. 

Q.  Now,  he  balanced  the  adjustment,  however, 
didn't  he,  by  increasing  the  debit  to  cash  by  the 
same  five  thousand  dollar  figure? 

A.  Well,  he  put  five  thousand  into  cash.  I  don't 
know  if  it  is  to  balance  this  figure  or  not. 

Q.     Well,  the  net  e:ffect  then,  since  one  asset  ac- 
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count,  accounts  receivable  account,  has  been  reduced 
by  five  thousand  dollars,  and  then  another,  the  cash, 
increased  in  the  same  amount,  there  is  no  overstate- 
ment or  understatement  involved  in  that  entry  then, 
is  there? 

A.     I  don't  believe  I  testified  that  there  was. 

Q.  Well,  you  testified  that  the  difference  between 
Mrs.  Wilcox's  figure  for  accounts  receivable  and 
Mr.  Taylor's  accounts  receivable  resulted  in  an  un- 
derstatement of  income  of  more  than  ten  thousand 
dollars. 

A.  Whenever  you  understate  an  asset  or  over- 
state a  lialnlity,  the  end  result  is  either  an  under- 
statement or  overstatement  of  income. 

Q.  But,  now,  isn't  it  correct,  that  your  testimony 
went  simply  to  the  adjustments  or  entries  that  had 
been  made  to  accounts  receivable  and  did  not  at- 
tempt to  take  into  any  account  any  offsetting  en- 
tries that  might  have  been  [1864]  made  elsewhere 
in  the  books'? 

A.  I  think  my  testimony  stated  that  after  mak- 
ing that  entry,  cash  was  understated  twenty-five 
thousand  and  the  accoimts  receivable  ten  thousand 
dollars;  before  the  entry  was  made,  the  cash  was 
thirty  thousand  and  the  accounts  receivable  under- 
stated five  thousand  dollars. 

It  still  has  the  same  effect  on  income,  thirty-five 
thousand  dollars. 

Q.  As  to  the  ten  thousand  dollar  figure,  you 
specifically  testified  to  as  being  understatement  of 
income  with  respect  to  accounts  receivable,  you  did 
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say  that  the  difference  resulted  in  an  understate- 
ment of  income  of  ten  thousand  dollars  or  a  little 
over  ? 

A.  Well,  the  balance  of  accounts  receivable  as 
recorded  are  ten  thousand  dollars  less  than  the 
actual  receivables  of  the  company,  and  as  a  result, 
some  place  along  the  line,  the  income  has  been 
understated  by  ten  thousand  dollars. 

Q.  But,  five  thousand  of  that  ten  thousand  dol- 
lars, there  is  no  understatement  if  it  is  simply 
transferred  to  another  asset  account? 

A.  Well,  I  don't  think  you  can  transfer  assets 
between  accounts  and  say  it  has  no  effect  on  income 
because  it  may  not  affect  it  so  far  as  the  receivables 
is  concerned  but  it  affects  it  so  far  as  the  cash  is 
concerned  in  this  [1865]  instance. 

Q.  If,  however,  you  reduce  one  asset  account 
and  increase  another  asset  account,  reflecting,  in 
this  instance,  let's  assume  a  receipt  of  cash  or  ac- 
counts receivable,  it  would  not  overstate  or  under- 
state cash — income  for  the  business  for  this  period, 
would  it? 

A.  Well,  if  you  just  i^urely  make  a  transfer  in 
a  general  ledger  from  one  asset  account  to  another 
asset  account,  the  transfer  itself  will  not  affect 
income  or  expense. 

Q.  Very  well;  now,  you  knew  the  other  day, 
then,  when  you  testified  to  this  understatement  of 
income  of  ten  thousand  dollars  resulting  from  this 
difference  that  there  was  actually  at  least  a  partial 
offset  to  that  in  an  increased  debit  to  cash? 
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A.  So  far  as  the  cash  account  and  accounts  re- 
ceivable— accounts  received — the  end  result  is  that 
the  accounts  receivable  are  understated  ten  thous- 
and dollars  and  cash  twenty-five  thousand  dollars. 
Before  this  five  thousand  transfer  was  made,  the 
cash  was  understated  thirty  thousand  dollars  and 
the  accounts  were  five  thousand  dollars.  So  far  as 
the  net  effect  on  income,  it  is  still  thirty-five  thous- 
and dollars,  whether  you  transfer  fifty  thousand 
over  from  the  cash  to  accounts  receivable.  The  fact 
they  were  not  reconciled  with  the  actual  amounts 
or  [1866]  the  actual  cash  on  hand,  and  the  actual 
accoimts  receivable,  still  results  in  understatement 
of  income. 

Q.  But  you  can't  look  at  one  account  and  say 
])eeause  there  was  a  difference  of  so  many  dollars 
betweeji  the  ledger  figure  for  this  and  some  subsidi- 
ary reports  that  were  received  and  on  which  the 
ledger  figures  were  based,  that  that  in  and  of  itself 
resulted  in  overstatement  or  understatement  of  in- 
come because  it  may  be  offset  somewhere  else  in 
the  books'? 

A.  But  wiiere  it  is  offset  somew^here  else  in  the 
books,  that  offset  in  tJiat  particular  account  will 
affect  income  or  expenses  in  the  same  proportion. 

Q.  But,  if  the  offsetting  entries  are  made  both 
in  asset  accounts,  there  is  no  net  change  in  income 
for  the  company  since  you  arrive  at  income  at  the 
end  of  the  year  on  the  balance  sheet  by  subtracting 
liabilities  from  total  assets,  and  it  makes  no  differ- 
ence whether  it  was  in  one  or  the  other? 
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A.     Theoretically,  no. 

Q.  On  that  basis,  as  to  the  remaining  five  thous- 
and dollars  of  understatement  of  income,  there  ap- 
X^ears  in  the  ledger  a  separate  credit  of  five  thousand 
dollars  which  then  reduces  the  balance  of  $549,- 
588.76,  to  which  you  testified? 

A.  There  is  a  five  thousand  dollar  credit  in 
here.  [1867] 

Q.  Didn't  your  investigation  reveal  that  this  was 
credited  by  way  of  writing  off  a  bad  debt  in  that 
amount  1 

A.  Yes,  but  there  is  no  indication  as  to  what 
particular  debt  was  written  off,  and  there  is  no  in- 
dication as  to  the  source  of  this.  It  is  just  a  figure 
placed  in  the  general  ledger,  and  a  figure  in  the  bad 
debts.  There  is  no  explanation  whether  the  entry 
is  justifiable  or  not. 

Q.  The  fact  that  there  is  no  explanation  appear- 
ing in  the  general  ledger  doesn't  mean  there  is 
none? 

A.  If  they  are  writing  off  bad  debts  that  should 
have  been  shown  on  here 

Q.  (Interposing)  But,  in  answer  to  my  ques- 
tion, the  fact  that  you  did  not  find  and  perhaps 
because  of  the  lack  of  certain  posting  details  have 
been  unable  to  find  what  the  basis  for  this  entry 
is,  does  not  necessarily  mean  that  it  is  automatic- 
ally unauthorized  or  improper? 

A.    Well,  no. 

Q.  Now,  I  believe  you  also  said  that  you  recon- 
ciled the  accounts  payable  for  Alpine  as  of  Decern- 
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ber  31,   1949,   and   found  that  the   general  ledger 
showed    a    figure    some    fifteen    thousand    dollars 
greater  than  that  shown  in  the  supporting  details? 

A.     That  is  correct.  [1868] 

Q,  Did  you  make  this  examination  of  the  sup- 
13orting  details  personally  yourself? 

Did  you  check  the  actual  invoices  outstanding? 

A.  I  took  the  cash  disbursement  book  and  took 
the  accounts  payable  as  shown — recorded — in  there, 
for  the  month  of  December  of  1949  and  used  that 
as  a  starting  point  and  went  back  through  the  pre- 
ceding month  looking  for  items  that  had  been  re- 
corded that  had  not  been  paid  December  31st  which 
consisted  of  payroll  taxes,  and  then  picked  the 
items  shown  in  that  accounts  payable  paid — the 
actual  payment  of  them  sometime  in  1950  and  in  so 
doing,  w^e  came  up  with  the  difference  of  fifteen 
thousand  dollars. 

Q.  That  is  basing  them  on  the  check  of  Mr. 
Erickson's  journal,  and  not  on  a  check  of  actual 
invoices  Avhich  were  in  the  file  on  a  particular  day 
and  not  paid? 

A.  Well,  that — invoices  in  a  file  and  not  paid, 
that  doesn't  have  any  particular  bearing  on  whether 
it  is  an  account  payable  or  not. 

Q.  You  mean  the  fact  that  the  company  received 
a  bill  it  has  not  paid  doesn't  mean  it  shows  the 
amount  ? 

A.  It  shows  the  amount,  but  whether  or  not  you 
have  got  to  have  it  in  the  file  physically — an  in- 
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voice — otherwise,  it  is  not  an  account  payable,  that 

is  not  true. 

Q.  No,  but  I  mean  that  the  presence  in  the  office 
[1869]  of  records  of  billings  or  of  invoices  sent  to 
the  company  without  an  indication  that  they  were 
paid  would  be  a  showing  that  those  were  accounts 
then  payable  by  the  business,  Alpine  Dairy,  in  this 
instance  ? 

A.  As  I  understand  your  question,  if  they  have 
invoices  from  vendors  in  their  office,  and  have  not 
been  paid,  they  are  accounts  payable. 

Q.  And  there  may  be  accounts  that  they  know 
are  outstanding  for  which  they  have  not  yet  re- 
ceived statements  or  invoices  but  which  on  accrual 
basis,  would  it  be  payable?  A.     It  could  be. 

Q.     And  you  didn't  check  those? 

You  used 

A.  I  checked  the  actual  payments  as  recorded 
in  1950,  that  applied  to  accounts  payable  prior  to 
that  time,  and  we  went  back  to  other  years,  also. 
And  this  accounts  payable  difference  is  carried  on 
for  a  period  of  time. 

Q.  This  was  a  check  that  you  made  through  the 
entries  showing  either  credits  to  accounts  payable 
or  the  payment  of  those  accounts  by  check  taken 
from  Mr.  Erickson's  journals? 

A.     That  is  right. 

Q.  Now,  you  also  testified,  didn't  you,  to  a  com- 
parison between  Mrs.  Wilcox's  1949 — December, 
1949 —  [1870]  re-cap,  which  is  A-36,  which  I  be- 
lieve you  have,  and  Mr.  Taylor's  ledger  for  Alpine, 
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Exhibit  272,  with  respect  to  what  you  feel  were 
discrepancies  in  the  December  31,  1949,  figures  for 
wholesale  sales  accounts  receivable  and  cash ;  is  that 
correct?  A.     That  is  correct. 

Q.  And  you  stated  that  these  three  items  taken 
together  resulted  in  an  understatement  of  income 
by  seven  thousand  dollars? 

A.     That  is  right. 

Q.  Now,  you  first  said,  I  believe,  that  Mr.  Tay- 
lor's general  ledger  showed  cash  receipts  of  $327,- 
678.78,  whereas  Mrs.  Wilcox  showed  a  figure  exactly 
five  thousand  dollars  less? 

A.     That  is  correct. 

Q.  That  is  simply,  then,  one  side  of  the  adjust- 
ment to  accounts  receivable  I  asked  you  about 
awhile  ago  where  you  testified  there  was  an  increase 
from  201  to  206  thousand  in  a  credit  to  accoiuits 
receivable — this  is  an  offset,  an  increase  from  322 
to   327   thousand   in   cash   receipts?  A.     Yes. 

Q.  Now,  you  next  testified  that  Mr.  Taylor's 
ledger  showed  a  credit  to  accounts  receivable,  twelve 
thousand  dollars  greater  than  Mrs.  Wilcox's  figure 
for  [1871]  collections  on  accounts  receivable? 

A.     That  is  correct. 

Q.  And  five  thousand  of  this  was  this  five  thous- 
and dollar  transaction  regarding  cash? 

A.     That  is  correct. 

Q.  And  that  left  the  difference  of  seven  thous- 
and dollars  which  you  testified  to  as  being  an  under- 
statement of  income? 
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A.  Well,  sales  were  understated  by  seven  thous- 
and dollars. 

Q.  That  is,  accounts  receivable,  a  credit  figure 
seven  thousand  dollars  larger  than  Mrs.  Wilcox's 
file  and  wholesale  sales  had  a  figure  seven  thousand 
less?  A.     That  is  correct. 

Q.    (Continuing)     than  her  figure? 

In  other  words,  Mr.  Taylor  appears  to  have  made 
some  adjustment  at  the  end  of  1949  which  reduced 
both  the  charge  sales  and  accounts  receivable  by 
seven  thousand  dollars? 

A.  He  reduced  sales  and  he  increased  the  items 
shown  as  collections  on  accounts  receivable. 

Q.     Which  reduced  accounts  receivable? 

A.     Which  reduced  accounts  receivable. 

Q.  Now,  didn't  you  find  that  this  was  also  a  part 
of  this  continuing  adjustment  on  this  4-wav  milk 
contract?  [1872]  A.     No,  I  did  not. 

Q.  Did  you  find  what  the  purpose  for  this  ad- 
justment was? 

A.     No,  I  could  not  find  the  purpose  for  it. 

Q.  Again,  this  is  the  situation  where  you  have 
not  been  able  to  track  it  down,  and,  therefore,  not 
rMe  to  tell  this  Jury  that  there  was  not  a  basis  for 
the  entry  as  made? 

A.  Well,  I  would  assume  that  if  there  was  a 
basis  for  it,  that  it  would  be  shown  some  place  in 
the  records.  There  is  plenty  of  records  to  shoAV  it, 
if  there  had  been  any  basis  for  it.  It  is  a  very  simple 
matter  to  indicate  why  you  change  figures  from  one 
record  and  place  in  another. 
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Q.  Isn't  it  true  that  you  and  other  representa- 
tives from  your  office  have  stated  on  a  number  of 
occasions  that  you  could  not  understand  Mr.  Tay- 
lor's work  papers,  and  couldn't  make  head  nor  tail 
of  them?  A.     Many  of  them  I  couldn't. 

Q.  Isn't  it  possible  that  perhaps  some  of  these 
explanations  for  these  entries  are  on  the  work 
papers  in  a  form  which,  perhaps,  to  anyone  other 
than  Mr.  Taylor  is  not  understandable? 

A.  They  couldn't  be  understandable  to  anyone 
else,  that  is  for  sure.   [1873] 

Q.  That  is,  you  mean  you  don't  understand 
them,  and,  therefore,  you  do  not  think  Mr.  Marx 
or  Mr.  Eppler  understood  them,  either? 

A.  Well,  Mr.  Marx  and  I  worked  together  on 
this  quite  a  bit,  and  we  put  two  and  two  together 
quite  a  while,  and  thought  we  knew  the  answer. 

Q.  You  heard  Mr.  Marx's  testimony  that,  so  far 
as  his  investigation  went,  that  it  revealed  that  Mr. 
Taylor's  ledgers  were  in  agreement  with  the  siun- 
mary  figures  which  he  received  from  Mr.  Erickson? 

Mr.  Brody:  I  will  move  to  strike  that,  your 
Honor.  Mr.  Marx  did  not  so  testify,  and  he  did  not 
want  to  express  an  opinion.  It  was  Mr.  Ejjpler. 

Mr.  Cox:  I  believe  that  Mr.  Marx  testified  that, 
so  far  as  his  investigation  went  —  I  may  be 
wrong 

Mr.  Brody:  (Interposing)  As  a  matter  of  fact, 
Mr.  Marx  specifically  stated  that  he  believed  we 
made  investigations  which  would  show  that  that 
was  not  the  case,  and  he  did  not  know  about  them. 
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The  Court:  My  recollection  is  that  Mr.  Eppler 
made  that  statement.  I  have  no  distinct  recollection 
of  Mr.  Marx'  testimony  in  that  respect,  and  if  you 
have  the  transcript,  that  Avill  show  it.  If  you  haven't, 
the  Court  will  let  the  matter  rest  with  the  Jury.  If 
the  Jury's  [1874]  recollection  substantiates  it,  then 
the  ansv/er  may  be  given,  and  the  Jury  is  to  deter- 
mine whether  or  not  Mr.  Marx  testified  as  indicated 
now  by  Mr.  Cox. 

Q.  (By  Mr.  Cox)  :  Do  you  remember  the  ques- 
tion, Mr.  Gorans?  A.     ^^"0. 

The  Court:  Mr.  Reporter,  will  you  read  the 
question  ? 

Mr.  Keesling:  If  the  Court  please,  is  he  going 
to  read  that  again? 

The  Court:    He  is  going  to  read  the  question. 

Mr.  Keesling:     Not  the  statement  of  Mr.  Cox. 

Mr.  Cox:  Well,  my  statement  was  in  the  ques- 
tion. 

Mr.  Keesling:  I  object  to  him  reading  the  state- 
ment. 

The  Court:    Well,  do  you  have  the  transcript? 

Mr.  Keesling:  I  don't  have  a  transcript,  but  I 
don't  think  he  should  read  it  again. 

The  Court:  It  is  up  to  the  Jury  to  determine 
what  the  record  is,  and  the  reporter  will  read  the 
question,  and  your  objection  may  show. 

(Yv^hereupon,  second  preceding  question  was 
read  by  the  reporter.) 

A.     I  don't  recall  Mr.  Marx  testifying  to  that. 

Q.    (By  Mr.  Cox)  :  Very  well;  you  testified,  didn't 
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you,  Mr.  Gorans,  that  for  December,  1947,  Mr. 
Taylor's  ledger  account.  Exhibit  272,  shows  a  figure 
for  cash  receipts  and  for  wholesale  sales  which  were 
fourteen  thousand  dollars  higher  than  the  corres- 
ponding figures  in  Mrs.  Wilcox's  re-cap  ? 

A.     I  believe  that  is  correct. 

Q.  And  you  testified,  didn't  you,  that  this  oper- 
ated to  increase  income;  didn't  you? 

A.     That  is  correct. 

Q.  Now,  some  of  the  other  differences,  of  course, 
that  you  have  mentioned  here,  operated  in  and  of 
themselves  at  least  to  reduce  income,  to  understate 
income,  in  your  testimony? 

A.     Not  as  far  as  1947  is  concerned. 

Q.  No,  but  I  mean  the  various  periods  here, 
those  which  you  have  testified  principally  1947,  '8 
and  '9?  A.     That  is  right. 

Q.  Now,  since  they  go  both  ways,  since  some  of 
these  adjustments  resulted  in  overstatement  and 
some  in  understatement,  doesn't  it  seem  more  likely 
that  these  diiferences  are  the  result  of  attempts  to 
adjust  the  accounts  rather  than  approach  to  a 
scheme  to  avoid  tax  by  either  Alpine  or  Issaquah? 

Mr.  Moriarty:  Object  as  a  conclusion  of  the  wit- 
ness. 

Mr.  Cox:    The  witness  is  an  expert. 

The  Court:  Would  the  reporter  read  that  ques- 
tion? 

(Whereupon,  the  preceding  question  was  read 
by  the  reporter.) 
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Mr.  Moriarty:  The  latter  part  of  the  question  I 
object  to. 

The  Court :  I  think  the  last  portion,  "rather  than 
a  scheme"  might  be  stricken. 

Mr.  Cox:    All  right. 

If  I  could  ask  the  witness  to  answer: 

Q.  (By  Mr.  Cox)  :  Whether  or  not  the  fact  that 
these  adjustments  go  both  ways  sometimes  indicat- 
ing— resulting  in  an  understatement  of  income  and 
sometimes  resulting  in  an  overstatement  of  income, 
if  it  doesn't  appear  that  it,  therefore,  was  the  result 
of  attempts  at  entering  proper  adjustments  to  the 
books  ? 

A.  Well,  I  get  the  general  feeling  from  looking 
over  all  these  things,  that  it  was  a  matter  of  in- 
competency, so  far  as  keeping  the  records  are  con- 
cerned. You  don't  make  adjustments  by  picking 
round  figures  out  of  the  air.  You  go  back  into  the 
detail  in  support  of  the  various  things  [1877]  to 
determine  what  the  figure  should  be,  and  then  make 
a  proper  adjustment.  Picking  round  figures  and 
putting  them  in  the  books  as  adjustments  can  never 
be  satisfactorily  explained  as  trying  to  compensate 
for  anything,  because  you  don't  know — he  sees  in 
one  account  something  that  doesn't  look  very  good, 
so  that  you  plug  that  and  put  a  figure  in  there  to 
try  to  correct  the  situation  that  exists  there,  and 
as  a  result,  you  have  to  adjust  something  else,  but 
you  don't  know  whether  you  are  getting  at  the 
source  of  the  problem  or  not. 

Q.     But,   you  testified  you   didn't   find   in  your 
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investigations   all   the   work   sheets    and   you   also 
testified  many  of  which  you  didn't  understand  the 
explanations  for  these  adjustments? 

A.  No,  on  these  work  sheets  usually  all  it  showed 
was  a  figure. 

Q.  I  believe  you  testified  that  Mr.  Taylor's  gen- 
eral ledger  for  Alpine  as  of  December  31,  1948,  was 
out  of  balance  in  the  amount  of  $21,568.97,  is  that 
correct?  A.     I  believe  that  it  was. 

Q.  Now,  it  is  true,  however,  isn't  it,  that  the 
balance  sheet  in  Mr.  Forster's  tax  return,  Plain- 
tife's  Exhibit  4,  which  reflects  all  of  Mr.  Taylor's 
year-end  adjustments  for  that  period,  do  balance? 

A.  I  think  the  debits  or  the  assets  and  liabilities 
and  net  worth  agree. 

Q.  And  you  found  two  entries  in  that  balance 
sheet  and  profit  and  loss  statement  totalling  this 
figure  of  $21,000?  A.     That  is  right. 

Q.  By  which  you  testified  the  books  were  out 
of  balance;  then,  this  was  simply  a  case  of  Mr. 
Taylor's  failing  to  enter  into  his  ledger  all  of  the 
year-end  adjustments  he  made  on  a  work  sheet  and 
carried  forward  into  the  tax  return;  is  that  right? 

A.     That  is  right. 

Q.  Turning  briefly  to  the  Alpine  Ice  Cream 
Company,  you  testified,  did  you  not,  that  the  actual 
cash  on  hand  on  December  31,  1949,  was  $1,978.75? 

A.    Yes. 

Q.  And  here,  again,  you  arrived  at  this  by  a 
comparison  of  the  bank  statement  showing  deposits 
in  the  succeeding  month  and  a  record  of  cash  sales 
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for  Alpine  Ice  Cream  Company  which  is  in  evidence 

as  Defendants'  Exhibit  A-40? 

Mr.  Cox:     May  I  have  that? 

(Whereupon,  document  was  handed  to  Mr. 
Cox  by  the  Clerk.)  [1879] 

Q.  (By  Mr.  Cox  continuing)  :  Do  you  recall  the 
question  •?  That  is,  you  made  a  calculation  based 
upon  that  docmnent  and  bank  statement? 

A.     That  is  right. 

Q.  Neither  of  which  were  kept,  so  far  as  you 
discovered,  in  Mr.  Taylor's  of&ce? 

A.     That  is  correct. 

Q.  And  you  arrived  through  that  means  at  a 
figure  of  some  $1900  which  apparently  was  taken  in 
in  the  concluding  days  of  December  and  not  de- 
posited in  the  bank  until  sometime  after  the  first  of 
the  year?  A.     That  is  correct. 

Q.  You  testified  that  the  tax  return.  Plaintiff's 
Exhibit  15,  shows  by  subtraction  of  the  combined 
figure  cash  and  in  bank  cash  on  hand  of  $182.11, 
as  a  result  of  a  two  thousand  dollar  adjustment  to 
sales?  A.     That  is  correct. 

Q,  This  was  another  case,  was  it  not,  where  Mr. 
Taylor  did  not  simply  post  his  year-end  adjust- 
ments in  the  ledger,  but  did  carry  them  forward  to 
the  tax  return? 

A.     He  posted  part  of  it  to  the  general  ledger. 

Q.  He  i3osted  the  sales  figures,  but  not  the  entry 
to  cash? 

A.  It  is  customary  to  post  all  your  entries  to  the 
general  ledger.   [1880] 


United  States  of  America  GGL 

(Testimony  of  Gerald  E.  Gorans.) 

Q.  This  adjustment,  like  some  of  the  others, 
served  to  increase  income,  and  the  tax  on  income, 
did  it  nof?  A.     That  is  correct. 

Q.  Now,  regarding  the  sales  of  Alpine  Ice 
Cream  Company,  you  testified  that  the  statement 
for  May,  1949 

Mr.  Cox:    May  I  have  A-48,  please,  Mr.  BelH 
(Whereupon,  exhibit  was  handed  to  Mr.  Cox 
by  the  Clerk.) 

Q.  (By  Mr.  Cox  continuing)  :  which  is  con- 
tained in  Exhibit  A-48,  shows  the  sales  of  $27,- 
736.62. 

I  will  get  the  exhibit  for  you. 

(Whereupon,  the  exhibit  was  handed  to  the 
witness  by  Mr.  Cox.) 

Q.  (By  Mr.  Cox  continuing) :  You  can  find  it 
better  than  I  can.  Do  you  find  the  figure  $27,000 
— some  odd  there  to  which  you  testified'? 

A.    Yes. 

Q.  And  you  also  testified  that  Mr.  Taylor's 
ledger,  which  I  have  handed  to  you  and  which  is  in 
evidence  as  Exhibit  276,  shows  a  figure  of  $52,- 
732.62  for  the  month  of  May,  1949? 

A.     That  is  correct.  [1881] 

Q.     A  difference  of  $25,000?  A.     Yes. 

Q.  Now,  isn't  it  true  that  it  appears  on  the  face 
of  the  ledger  that  the  figure  of  $27,000  was  orig- 
inally entered,  but  that  this  was  later  adjusted 
by  writing  "52"  over  it? 

A.  Well,  the  figure  has  been  changed.  The  52, 
something  has  been  written  over  it. 
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Q.  Now,  you  testified,  I  believe,  that  this  dif- 
ference between  the  ledger  figures  for  sales  ac- 
cumulated through  the  succeeding  month  and  fig- 
ures shown  in  the  statements  in  A-48  are  continued 
throughout  the  month  of  November,  is  that  correct? 

A.  The  statement  shows  continuously  $25,000 
less  than  the  general  ledger. 

Q.    Yes.  A.    That  is  correct. 

Q.  In  other  words,  this  difference  which  arose 
in  May  was  carried  forward  until  the  end  of  De- 
cember, when  an  adjustment  was  made? 

A.     That  is  what  appears  to  have  taken  place. 

Q.  Now,  on  cross-examination  by  Mr.  Patten, 
you  indicated,  did  you  not,  that  you  knew  that  this 
$25,000  actually  represented  cash  in  the  Alpine  Ice 
Cream  Company  bank  account  in  the  Peoples  Na- 
tional Bank  which  [1882]  had  been  turned  over 
to  the  corporation  at  the  time  of  the  change  of 
name  from  Arctic  Gardens  to  Alpine  Ice  Cream 
Company  ? 

A.  No,  this  $25,000  was  withdrawn  from  that 
account  early  in  1949,  and  placed  in  a  special  ac- 
count along  with  other  cash,  and  the  cash  in  that 
l^ank  was  used  for  the  construction — in  that  ac- 
count was  used  for  the  construction  of  a  building. 

Q.  That  is,  this  Alpine  Ice  Cream  building  ac- 
count referred  to*?  A.     That  is  right. 

Q.  And  these  funds  v/ere  in  that  bank  account 
when  the  change  in  name  of  the  corporation  Arctic 
Gardens  was  effected  *?  A.     That  is  correct. 

Q.     And    in    previously    having    been    assets    of 
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Arctic  Gardens,  the  funds  were  turned  over  to  the 

corporation  at  or  about  that  time? 

A.     That  is  right. 

Q.  And  they  represented  then  the  proceeds  of 
sales  in  some  period  prior  to  May  1st  when  the 
corporation  undertook  operation  of  the  ice  cream 
business?  A.     Yes,  they  did. 

Q.  So,  when  Mr.  Taylor  set  up  the  books  and 
found  this  sum  transferred  from  this  bank  account, 
he  probably  [1883]  inchided  it  as  income  derived 
in  some  v/ay  from  the  ice  cream  operations  prior 
to  their  being  taken  over  by  the  corporation? 

A.  Well,  he  placed  it  into  income.  Whether 
properly  or  not,  that  would  appear  to  be  improper 
because  the  corporation  had  not  made  the  sales. 
The  sales  that  resulted  in  this  $25,000  in  cash  had 
been  made  prior  to  the  transfer  of  the  Alpine  Ice 
Cream  operation  to  the  corporation. 

Q.  Isn't  it  true  that  this  resulted  from  sales 
that  were  made  in  this  kind  of  interim  period  when 
they  were  setting  up  the  arrangements  for  having 
the  ice  cream  business  taken  over  by  the  new  cor- 
poration and  there  was  some  question  about  what 
period  they  would  start  treating  it  as  business  of 
the  corporation  as  distinguished  from  the  former 
operation  ? 

A.     Well,  that  interim  period  started  in  1944. 

Q.  I  mean  they  actually  had  not  started  building 
an  ice  cream  plant  on  Rainier  Avenue  and  had  not 
affected  the  change  of  name  from  Arctic  Gardens 
until  late  1948  or  1949? 
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A.  I  think  it  was  late  1948  that  they  started  use 
of  the  plant  down  there. 

Q.  Did  yon  find  any  evidence  as  to  when  legal 
steps  were  instituted  to  affect  this  change  of  name 
from  [1884]  Arctic  Gardens'? 

A.     I  believe  it  was  in  May. 

Q.     It  was  in  April  or  May,  1949? 

A.  I  believe  it  was  in  May.  It  was  not  prior  to 
May. 

Q.  Now,  wouldn't  it  appear  that  the  reason  Mr. 
Taylor  didn't  put  this  $25,000  figure,  which  is  repre- 
sented in  his  ledger  as  sales  for  May  in  the  succeed- 
ing monthly  statements,  that  he  issued  to  Mr.  For- 
ster in  the  months  through  November  because  those 
statements  were  designed  and  did  show  the  results 
of  the  actual  operations  with  the  new  plant? 

A.  Well,  I  don't  know  if  that  is  the  reason  for 
it.  He  put  out  some  statements  here  during  some 
of  those  months  in  v/hich  he  shows  as  a  liability 
$25,000  and  calls  it  Alpine  profit. 

Q.  And  there  in  fact  is  an  account  payable  on 
the  books  in  the  amount  of  $25,000,  isn't  there,  dur- 
ing part  of  this  period? 

A.  l¥ell,  there  is  an  item  here,  Alpine  Ice  Cream 
Company,  Hans  Forster,  $25,000  and  an  explanation 
Alpine  Ice  Cream  Company.  I  don't  know  what  it 
is.  But,  on  September  30th,  he  shows  a  balance  sheet 
and  includes  in  the  liabilities  an  amount  of  $25,000 
and  calls  it  Alpine  profits.  [1885] 

Q.  But,  the  sales  figures  that  were  carried 
throughout  these  resulting  months  on  these  state- 
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ments  were  the  sales  figures  of  the  operations  begun 
when  they  started  manufacturing  ice  cream  in  that 
new  plant? 

A.  If  I  understand  your  question  right,  it  is  an 
operation  of  Alpine  Ice  Cream  Company  in  which 
there  were  sales  going  back  clear  into  1944,  sales 
every  year. 

Q.     But  not  sales  from  this  new  building? 

A.  Oh,  I  don't  know  when  the  new  building  was 
completed,  but  I  was  under  the  impression  it  was 
not  until  May  or  June.  It  was  not  recorded  on  the 
books  as  building  and  equipment,  I  think,  until 
October,  1949. 

Q.  But,  they  were  actually  set  up  on  the  ledger, 
were  they  not? 

A.  It  shows  up  in  September  in  the  statement, 
and  it  shows  up,  equipment  purchased,  as  of  July 
1,  1949. 

Q.     Purchased  as  of  July  1st? 

A.  Yes,  for  $25,000;  building,  elevator,  refrig- 
eration equipment,  shown  in  the  general  ledger  as 
July  1,  1949. 

Q.  I  believe  you  testified  regarding  the  notes 
i:)ayable  of  Alpine  Ice  Cream  Company,  December 
31,  1949,  and  said  that  that  item  as  it  appears  on 
Mr.  Taylor's  work  sheets,  A-48,  included  some 
sixty-six  thousand  dollar  figure  which  was  in  a  col- 
umn headed  Arctic  Gardens?  [1886] 

A.     That  is  right. 

Q.  Handing  you  what  is  in  evidence  as  Plain- 
tiff's Exhibit  275   and  has  been  identified   as  the 
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ledger  of  Arctic  Gardens,  and  directing  your  atten- 
tion to  the  last  page,  do  you  find  there  shown  as 
Accounts  Payable  three  figures  which  total  the  fig- 
ure which  appears  on  the  work  sheet  1 

A.     Yes. 

Q.  Now,  those  being  obligations  of  Arctic  Gar- 
dens prior  to  the  change  of  name  to  Alpine  Ice 
Cream  Company,  continued  to  be  obligations  of 
Alpine  Ice  Cream,  did  they  not? 

A.     That  is  correct. 

Q,  And,  therefore,  there  is  nothing  improper  in 
the  reflection  on  the  work  sheet  and  in  the  final 
tax  returns  of  accounts  paj^able  derived  from  the 
frozen  food  business  previously  condvicted  by  Arctic 
Gardens  ? 

A.     No,  there  is  nothing  wrong  with  that. 

Q.  And,  I  believe  you  stated  that  the  figure 
actually  carried  forw^ard  on  to  the  tax  return.  Ex- 
hibit 15,  was  $25,000  less  than  the  total  of  the  items 
that  appear  on  the  work  sheet? 

A.     That  is  correct. 

Q.  So  that  here  again  there  appears  to  be  an 
adjustment  of  some  sort  which,  if  it  resulted  in  any 
change  of  income,  would  have  resulted  in  an  in- 
crease of  [1887]  tax  through  a  reduction  of  a  lia- 
bility account?  A.     That  is  correct. 

Q.  Now,  isn't  it  true,  as  I  believe  you  indicated 
in  answer  to  one  of  Mr.  Patten's  questions  on  cross- 
examination  with  regard  to  these  discrepancies  be- 
tween figures  in  reports  of  Mrs.  Wilcox  and  the 
general  ledger,  or  differences  between  the  general 
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ledger  figures  for  cash  and  the  figures  you  have  de- 
termined to  be  the  actual  cash  on  hand,  resulted 
in  many  instances  in — or  took  shape  in  subsidiary 
documents  which  were,  so  far  as  you  know,  never 
called  to  Mr.  Taylor's  attention? 

A.     I  don't  understand  the  first  part  of  that. 

Q.     Well,  I  will  try  to  restate  it,  then. 

You  have,  for  instance,  in  your  calculations  of 
cash  on  hand  made  reference  to  bank  statements 
and  to  a  record  A-40  of  cash  receipts  of  Alpine  Ice 
Cream  Company  which  were  kept  in  the  offices  at 
Issaquah  or  Rainier  Avenue,  and  were  not  included 
in  the  reports  that  w^ere  either  sent  to  Mr.  Taylor 
or  those  which  he  referred  to  when  he  came  out 
on  his  monthly  business? 

A.  That  is  correct.  This  A-40  here  was  used  be- 
cause the  summary  reports  prepared  by  Mrs.  Wil- 
cox and  furnished  to  Mr.  Taylor  could  not  be 
located. 

Q.  I  see;  I  believe  you  testified  you  could  only 
[1888]  find  one  month  in  that  year? 

A.  That  is  right.  We  could  only  find  the  month 
of  July,  1949. 

Q.  And  the  point  I  am  getting  at  is  that  isn't  it 
possible  that  many  of  the  discrepancies  which  you 
found  here  and  the  adjustment  for  which  you  can 
find  no  explanation  were  made  because  of  deficien- 
cies or  discrepancies  existing  in  underlying  records 
and  books  of  these  businesses  which  were  main- 
tained at  Issaquah  or  at  the  Alpine  office  ? 

A.     Well,   one   of  the   jjurposes   in  keeping  the 
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general  ledger  is  to  discover  any  discrepancies  that 

might  creep  into  the  subsidiary  records  such  as  did. 

Q.  In  other  words,  your  testimony  is  that  the 
discrepancies  arose  in  the  subsidiary  records  and 
carried  forward  into  the  ledger  and  not  caught 
there  ? 

A.  On  what  discrepancies  ?  I  don't  know  whether 
you  would  say  that  they  arose  in  the  subsidiary 
records  or  arose  through  improperly  interpreting 
the  subsidiary  records. 

Q.  But,  they  did  have  some  foundation  in  rec- 
ords which  Vv^ere  kept  at  these  other  offices  and  in 
some  instances  never  passed  on  to  Mr.  Taylor  ex- 
cept in  summary  forms  through  other  means  f 

A.  Well,  so  far  as  Alpine  Dairy  was  concerned, 
I  [1889]  believe  that  the  principal  reason  for  much 
of  this  cash  difference  and  adjustment  to  it  was  the 
result  of  these  various  items  Mrs.  Wilcox  received 
and  recorded  which  she  didn't  know  what  to  do  with 
them.  She  gave  the  smnmary  information  to  Mr. 
Taylor  and  he  never  mentioned  anything  about  it. 

I  think  if  you  go  back,  in  most  all  of  those  rec- 
ords, the  reporting  done  by  Mrs.  Wilcox  to  Mr. 
Taylor  did  not  change  over  a  period  of  ten  to 
fifteen  years. 

Q.  They  worked  out  this  system  of  channeling  in- 
formation to  Mr.  Taylor  and  they  continued  to  use 
it  over  an  extended  period  of  time? 

A.    I  don't  know  who  worked  it  out. 

Q.    I  said  "they";  I  assume  it  was  worked  out 
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between  Mr.  Taylor  and  Mrs.  Wilcox,  and  I  believe 

she  so  indicated  in  her  testimony. 

A.     I  believe  she  did  say  that. 

Q.  Now,  in  line  with  your  answer,  and  you 
testified  generally  regarding  your  responsibility  of 
the  keeper  of  a  general  ledger  for  a  business 

A.     (Interposing)     That  is  correct. 

Q.  Nov/,  your  testimony,  in  essence,  on  a  good 
many  of  these  items,  is  as  follows,  isn't  it: 

That  things  developed  in  the  general  ledger  which 
Mr.  Taylor  should  have  checked,  and  so  far  as  you 
[1890]  could  determine,  did  not? 

A.     Many  things  did. 

Q.  Now,  you  obviously  were  not  a  party  to  any 
discussions,  I  take  it,  during  any  of  these  years,  as 
to  precisely  what  Mr.  Taylor's  functions  were  to 
be  in  regard  to  the  bookkeeping  of  this  business? 

A.     Well,  I  would  assmne 

Q.  (Interposing)  I  would  like  you  to  answer 
my  questions.  You  were  not  there,  were  you? 

A.     No,  I  was  not  there. 

Q.     You  don't  know  what  the  discussions  were? 

A.     No,  I  don't  know  if  there  even  were  any. 

Q.  So  that  you  don't  know  whether  any  limita- 
tions may  have  been  placed  on  it  or  not? 

A.     Well,  I  would  assume  not,  but  I  don't  know. 

Q.  Well,  again,  I  prefer  you  to  answer,  not  what 
you  assimie,  but  what  you  know.  Isn't  it  true  that 
an  accountant  can  undertake  to  perform  any  limited 
w^ork  for  a  person  that  the  latter  may  employ  him 
and  pay  him  to  do? 
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A.  Well,  you  are  getting  into  an  area  there ;  they 
can  undertake  limited  work. 

Q.     Isn't  it  true — sorry. 

A.    (Continuing)     but  where  they  imdertake 

responsibilities  of  keeping  a  general  ledger,  and  the 
tax  returns  are  prepared  from  that,  then  it  behooves 
them  to  [1891]  take  some  responsibility  that  when 
they  come  into  things  they  absolutely  know  exist, 
and  they  show  up  in  the  general  ledger,  to  inquire 
into  them  and  find  out  why  they  exist. 

Q.  Does  your  firm  perform  an  accoiuiting  serv- 
ice for  business  enterprises  which  involves  the  keep- 
ing of  the  general  ledger  and  providing  of  monthly 
statements  and  preparation  of  income  tax  returns 
without  the  conduct  of  a  full  audit? 

A.     Only  in  one  or  two  instances,  is  all. 

Q.  And  what  is  your  charge  for  that  service  for 
a  concern  doing  a  business,  say,  of  two  million 
dollars  gross  sales  a  year? 

A.  Well,  v/e  wouldn't  even  consider  taking  the 
general  ledger  on  for  a  company  that  had  that  large 
a  business,  because  you  can't  do  it  on  a  one-day-a- 
month  basis,  or  half  a  day  a  month  basis.  It  is  a 
continua]  job. 

Q.  You  would  have  required  then,  if  you  were 
to  undertake  any  such  resjoonsibility,  I  w^ould  say, 
something  more  than  fifty  dollars  a  month  to  com- 
pensate your  firm  for  services  in  connection  with  it  ? 

A.     Well,  to  do  the  job  properly. 

Q.  You  testified,  I  believe,  to  the  compensation 
which  you  found  the  record  to  show  had  been  paid 
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to  Mr.  Taylor  [1892]  by  Mr.  Forster's  various  com- 
panies during  this  period? 

A.     That  is  correct. 

Q.  Isn't  it  true  that  over  the  entire  period  that 
this  compensation  would  average  under  something  a 
little  over  fifty  dollars  per  month  per  company? 

A.     Approximately. 

Q.  Now,  you  testified  regarding  a  check,  Exhibit 
A-49  to  the  Mutual  Life  Insurance  Company? 

Mr.  Cox:    May  I  have  that? 

The  Clerk:  A-49? 

Mr.  Cox:     Yes. 

(Whereupon,  document  was  handed  to  Mr. 
Cox,  by  the  Clerk.) 

Q.  (By  Mr.  Cox  continuing) :  In  payment  for 
premiums  on  the  life  insurance  policy  of  Mr.  For- 
ster's  life?  A.     That  is  correct. 

Q.  I  believe  you  testified  that  Mr.  Forster  was 
reimbursed  for  that  payment  by  a  check  drawn 
upon  the  Forster  trust  in  the  same  amount  ? 

A.     That  is  correct. 

Q.  And  you  indicated  that  that  payment  had  been 
deducted  on  the  tax  return  for  that  year,  Exhibit 
16,  and  that  that  deduction  was  not,  as  a  matter 
of  law,  proper?  [1893] 

A.     As  I  understand  the  law,  it  is  not  proper. 

Mr.  Cox:    May  I  have  Exhibit  16? 

(Whereupon,  exhibit  was  handed  to  Mr.  Cox 
by  the  Clerk.) 

Q.  (By  Mr.  Cox)  :  Handing  you  Plaintiff's  Ex- 
hibit 16,  the  tax  return  of  the  Trust  for  the  year 
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1946,  isn't  it  true  that  the  item  —  the  deduction 
taken  there  is  clearly  labelled  as  being  a  deduction 
for  an  insurance  payment? 

A.  It  says  insurance,  but  they  also  have  depreci- 
ation on  here,  and  anyone  looking  at  it  would  as- 
siuiie  that  possibly  insurance  covers  the  building 
that  the  depreciation  covers. 

Q.  So  that  it  is  an  equivocal  statement  as  to  the 
nature  of  the  payment? 

A.  You  don't  know  what  it  is,  because  it  is 
labelled  'insurance".  It  doesn't  say  life  insurance 
or  fire  insurance.  It  is  merely  '^insurance." 

Q.  Now,  in  the  succeeding  year,  as  I  understand 
it,  you  testified  that  the — on  cross-examination,  I 
believe,  that  the  premium  for  1946  was  eventually 
paid  by  Alpine  and  charged  to  insurance  expense  on 
the  books  of  Alpine? 

A.  In  some  years,  it  may  have  been  paid  by 
Issaquah  Creamery  Company,  I  am  not  sure  but 
in  some  of  those  years  it  was  charged  to  insurance 
expense.  [1894] 

Q.  But,  so  far  as  you  know,  the  payment  for 
1945  for  which  this  check  was  dra^vn  by  the  Trust 
and  reimbursement  was  not  claimed  as  a  deduction 
by  any  of  the  other  Forster  enterprises  ? 

A.     The  check  drawn  by  the  Trust,  no. 

Q.  That  is,  they  took  a  single  deduction  which 
apparently  was  not  proper,  but  it  was  not  duijli- 
cated  by  any  other  tax-x)aying  entity? 

A.     No. 

Q.     While  we  are  locating  some  exhibits,  I  be- 
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lieve  you  testified  that  you  have  been  working  on 
your  investigation  and  other  phases  of  this  matter 
since  May  1,  1950,  approximately? 

A.     That  is  correct. 

Q.  And  compensation  for  your  services  for  at 
least  a  portion  of  that  period  is  included  in  the  fee 
of  $70,000  which  Mr.  Tremper  testified  to,  or  some- 
one has  mentioned  here? 

A.     That  is  correct. 

Q.  And  you  are  being  paid,  or  the  firm  of 
Touche,  Niven,  Bailey  and  Smart  is  being  paid  its 
customary  rates  for  attendance  at  this  trial,  is  that 
correct?  A.     I  assume  that  they  are. 

Q.  Are  you — do  you  have  any  understanding  as 
to  compensation  for  yourself  as  an  expert  witness 
[1895]  testifying  in  this  case?  A.     No. 

Mr.  Cox:  I  would  like  to  have  these  handed  to 
the  Jury,  your  Honor. 

The  Court :  Is  it  a  In-ief  question,  or  will  it  serve 
any  purpose  in  the  next  seven  or  eight  minutes,  or 
will  it  take  longer? 

Mr.  Cox:  It  will  take  a  little  longer  time,  but 
not  much.  I  would  be  perfectly  happy  to  suspend 
now. 

The  Court:  We  might  try  to  finish  it  up,  if  we 
can. 

Mr.  Cox:     All  right. 

The  Court:     If  it  doesn't  take  too  much  longer. 

(Whereupon,  documents  were  handed  to  the 
Jurors.) 
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The  Court:  Do  you  all  have  cojnes  now!  You 
might  proceed. 

A  Juror:     How  many  should  we  have? 

Mr.  Cox:  One  of  279  and  one  of  280.  One  is 
the  mimeographed  one  and  the  other  is  the  typed 
one. 

Q.  (By  Mr.  Cox) :  Directing  your  attention, 
first,  to  Plaintiff's  Exhibit  279,  the  mimeographed 
sheet,  entitled  "Hans  Forster  Computation  of  Items 
of  Unreported  Income",  and  you  [1896]  were  in 
court  and  heard  the  testimony  of  Mr.  Holtberg  in 
regard  to  this  exhibit  and  computations  with  regard 
toitf  A.    Yes. 

Q.  And  is  it  your  understanding  that  this  sets 
forth,  based  on  the  testimony  and  exhibits  in  this 
case,  the  items  of  income  which  the  Government 
asserts  were  income  to  Mr.  Forster  in  these  years 
and  not  reported  on  his  returns? 

Mr.  Keesling:  Your  Honor,  I  didn't  get  the  first 
part  of  the  question. 

The  Court:  Mr.  Reporter,  will  you  read  the 
question  ? 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  Keesling:  If  the  Court  please,  I  object  to 
the  form  of  the  question. 

The  Court:     In  what  respect? 

Mr.  Keesling:    What  his  understanding  was. 

The  Court,:  Well,  he  may  state  if  that  is  not  his 
understanding  of  the  exhibit. 

Mr.  Cox :    It  is  preliminary,  your  Honor. 
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The  Court:     Objection  overruled. 

A.    Well,  that  is  what  I  understand  it  to  be. 

Q.  (By  Mr.  Cox) :  Now,  referring  first  to  the 
first  page  of  the  exhibit  covering  the  year  1945  and 
ignoring  the  items  of  interest  and  dividend  from 
various  individual  loans  and  some  stocks  w^hich  Mr. 
Forster  held,  and  directing  your  attention  to  the 
portion  headed  Issaquah  Creamery  Company  and 
a  small  heading  "A",  the  first  item  there  is  checks 
payable  to  Issaquah  Creamery  Company,  Incor- 
porated, deposited  to  Washington  State  Bank,  sav- 
ings account  198,  $1,698.65.  Is  that  correct? 

A,     That  is  what  it  says. 

Q.  Now,  in  your  testimony,  you  have  not  testi- 
fied to  any  deficiency  in  the  records  which  affected 
the  reporting  or  failure  to  report  that  item,  have 
you  ? 

A.  Well,  as  I  understand  your  question,  I  have 
pretty  well  stated  the  records  as  a  whole  are  inade- 
quate and  as  a  Avhole  being  inadequate  would  take 
into  accoimt  some  of  these  items  shown  here. 

Q.  You  didn't  testify,  however,  did  you,  at  any 
point  in  the  books  at  which  you  found  a  difference 
between  figures  reported  to  Mr.  Taylor  by  Mr. 
Erickson  or  by  Mrs.  Wilcox  and  figures  he  entered 
in  his  ledger  which  involved  any  of  the  checks 
entering  into  that  figure,  did  you*?  A.     No. 

Q.  The  next  item  is  checks  of  Issaquah  Cream- 
ery used  to  pay  personal  expenses  of  Hans  Forster 
and  then  there  [1898]  are  listed  a  number  of  items 
totalling  $15,067.90;  is  that  correct? 
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A.     That  is  the  total 

Q.     (Interposing):    That  is  for  the  whole? 

A.  (Continuing)  :  for  all  interest  and  divi- 
dends. 

Q.  And  disregarding  that  possible  total,  there 
are  a  number  of  items  listed  beginning  with  Ed's 
Kennels  and  running  through  Northwest  Mutual 
Insurance  Company? 

A.     That  is  correct. 

Q.  And  your  testimony  as  to  the  difference  be- 
tween Mr.  Taylor's  ledger  and  the  figures  supplied 
by  Mrs.  Wilcox  or  Mr,  Erickson  do  not  relate  to 
any  of  those  items,  does  it?  A.     No. 

Q.  The  next  item  is  Finstad  and  Utgard  and  a 
figure  $3600.00.  You  did  not  testify  to  any  defi- 
ciency, did  you,  in  the  books  of  Finstad  and  Utgard 
relating  to  the  entry  of  $3600  in  payment  for  stock 
of  Mrs.  Finstad,  did  you? 

A.  Yv^ell,  so  far  as  Finstad  and  Utgard  is  con- 
cerned in  this  payment,  all  of  them,  there  would 
not  be  any  problem  so  far  as  their  tax  was  con- 
cerned. It  is  either  a  dividend  to  Mr.  Forster  or  it 
is  salary  to  Mr.  Egeness,  and 

Q.  (Interposing)  :  And  they — go  ahead,  I  am 
sorry.   [1899] 

A.     (Continuing)  :     it  would  affect  Finstad 

and  Utgard  if  considered  a  dividend  in  that  divi- 
dends cannot  be  deducted  in  arriving  at  the  taxable 
income  of  a  corporation. 

Q.  My  question  is  that  in  your  testimony,  in 
chief,   under  an   examination  by  Mr.   Brody,   you 
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didn't  testify  to  any  deficiencies  in  the  records  af- 
fecting that  item?  A.     No,  I  did  not. 

Q.  Now,  dropping  down  to  the  check  labelled 
"D",  business  income,  it  says  certain  checks  of  Al- 
pine later  used  to  pay  certain  personal  expenses  of 
Hans  Forster  and  claimed  as  business  expenses. 
You  didn't  testify  to  any  differences  in  the  figures 
furnished  to  Mr.  Taylor  and  those  entered  in  his 
ledger  involving  any  of  those  items,  did  you? 

A.  Not  of  these  particular  checks  issued  to  some 
individual  or  company  for  personal  expense. 

Q.  And  the  next  item  is  Alpine  Dairy  Customer 
Discount  checks  deposited  to  Hans  Forster  personal 
savings  account  No.  198;  you  didn't  testify  to  any 
deficiency  in  the  record  maintained  by  Mr.  Taylor 
and  any  variance  between  those  and  the  figures 
furnished  him  by  Mrs.  Wilcox  involving  those  items, 
did  you?  A.     No.  [1900] 

Q.  All  right;  turning  to  the  second  page,  cov- 
ering 1946,  and  leaving  out  under  Issaquah  Cream- 
ery Company  the  first  tvv^o  items,  which  are  similar 
to  those  on  the  preceding  page,  the  next  item  "C", 
is  cash  discounts  of  Issaquah  Creamery  paid  to 
Hans  Forster  personally  by  Time  Oil  Company. 
You  didn't  testify  as  to  any  deficiencies  in  the  books 
of  either  Alpine  or  Issaquah  involving  those  pay- 
ments, did  you? 

A.  I  think  I  testified  as  to  the  general  inequities 
of  the  records.  I  didn't  in  particular  point  out  this 
particular  item,  no. 

Q.     You  didn't  point  to  any  condition  involving 
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these  payments  where  Mr.  Taylor  recorded  in  his 
ledger  a  figure  different  than  that  given  to  him  by 
Mrs.  Wilcox  or  Mr.  EricksonI 

A.     So  far  as  Time  Oil  rebates,  no. 

Mr.  Keesling:  I  object  to  the  question.  These 
are  cash  discounts.  There  is  nothing  in  the  evidence 
that  Mr.  Erickson  had  anything  to  do  with  cash 
discounts.  If  you  are  speaking  of  a  check — if  it  is 
a  cash  item,  there  is  nothing  in  the  record. 

Mr.  Cox :  I  stated  my  question  to  be  all  inclusive, 
including  the  two  people  who — in  connection  with 
these  businesses — ^were  furnishing  these  figures  to 
Mr.  Taylor.  I  didn't  intend  to  create  any  reflection 
as  [1901]  to  any  item,  as  to  responsibility  or  knowl- 
edge for  the  figures. 

The  Court:  I  believe  I  have  stated  to  the  Jury 
before  that  any  question  put  by  counsel  so  far  as 
it  may  purport  to  indicate  what  testimony  was,  of 
course,  is  not  testimony,  and  is  not  to  be  regarded 
by  the  Jury  at  any  time  as  evidence. 

Mr.  Cox:  My  question,  of  course,  was  as  to  this 
witness's  testimony  about  this  item. 

The  Court:  Yes;  but  the  objection  was  to  the 
question. 

Mr.  Keesling:     Yes. 

The  Court:     You  may  proceed. 

Mr.  Cox:     It  is  time  to  suspend. 

The  Court:  All  right.  You  are  obviously  not 
through. 

Mr.  Cox:     No. 

The  Court:     So  that  we  will  collect  the  exhibits 
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and  Mr.  Bailiff,  if  you  will  collect  these  exhibits 
from  the  Jury,  please,  and  we  can  check  them  in 
after  our  noon  recess.  You  can  just  pick  them  up 
and  give  them  back  to  the  jury  when  we  reconvene. 
Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  recess  for  lunch.  The  Court  calls 
your  attention  to  the  admonition  given  on  similar 
[1902]  occasions  and  asks  that  you  heed  it  at  this 
time.  You  may  now  be  excused  until  1:45. 

(Whereupon,    the    Jury    retired    from    the 
courtroom.) 

(Whereupon,  at  12:18  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  1 :45  o'clock  p.m.  March  23,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to-wit:) 
The  Court:     You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated.  It  is  stipulated 
that  the  Jury  and  all  defendants  are  present  in  the 
courtroom  ? 

Mr.  Griffin:     Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:     You  may  proceed,  Mr.  Cox. 
Mr.  Cox:     May  we  have  copies  of  the  exhibits 
distributed  ? 

(Whereupon,  exhibits  were  distributed  to  the 
Jury.) 
Q.     (By  Mr.  Cox)  :     Now,  continuing  where  we 
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were  at  the  time  when  we  suspended  for  kmch  in 

1946,  in  exhibit  279,  the  [1903]  mimeographed  copy 

of  the  computation  of  Mr.  Holtberg,  the  next  item 

is  that  of  Item  "D",  checks  of  Issaquah  Creamery 

used  to  pay  for  construction  of  having  a  barn  on 

farm. 

Your  testimony  has  not  related  to  any  entries 
made  in  the  books  with  regard  to  that  it^m,  Mr. 
Gorans  ? 

A.  No.  I  haven't  testified  on  these  particular 
items.  There  has  been  quite  a  bit  of  testimony  about 
them  already  and  my  feeling  is  that  the  reason  they 
were  in  here  was  just  the  basic  lack  of  adequate 
records  right  from  the  very  beginning. 

Q.  But  you  haven't  testified  to  any  alleged  de- 
ficiency in  the  bookkeeping  system  at  Issaquah 
which  explains  any  of  these  items  of  joersonal  ex- 
penditure that  were  charged  to  business  expense! 

A.  Well,  I  think  that  they  got  into  it  because 
of  the  lack  of  any  reviemng  of  the  work  being  done 
by  Mr.  Erickson  by  the  person  who  was  using  that 
information. 

Q.     But 

A.  (Continuing) :  And  if  Mr,  Erickson  goes 
ahead  and  makes  entries  one  month  and  the  next 
month  and  is  never  told  they  are  wrong,  there  is 
no  particular  reason  for  him  to  assume  he  could 
not  continue  what  he  has  been  doing.  [1904] 

Q.  But  your  testimony  on  direct,  Mr.  Gorans, 
was  as  to  differences  in  figures  between  Mr.  Tay- 
lor's ledger  and  Mrs.  Wilcox's  figures  as  to  whole- 
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sale  sales,  or  accounts  receivable,  or  cash,  and  things 
of  that  sort;  you  didn't  testify,  did  you,  a])out  the 
handling  on  the  books  of  items  of  expense  deducted 
as  business  expenses  which  were  actually  expended 
for  Mr.  Forster's  personal  purposes? 

A.     No,  I  did  not. 

Q.  And  the  same  thing  would  be  true  then  of 
item  "E",  the  check  of  Issaquah  Creamery  dated 
September  1,  1946,  charged  to  expenses,  used  to 
purchase  capital  stock  of  Apex  Farms  of  Hans  For- 
ster? 

A.  I  am  not  satisfied  that  that  was  not  refunded. 
I  don't  know  whether  it  should  be  in  there  or  not. 

Q.  So  far  as  your  testimony  on  direct  is  con- 
cerned, you  didn't  testify  to  the  method  in  which 
that  transaction  was  handled  on  the  books'? 

A.     No,  I  did  not. 

Q.  And  on  the  second  page  for  1946,  there  are 
some  items  of  a  sort  not  previously  encoimtered  in 
the  preceding  year.  There  is  a  reference  to  item 
"D",  at  the  top  of  the  page,  of  Alpine  Dairy,  check 
to  Northwest  Basketball  tournament,  deposited 
rmder  198.  You  didn't  testify  to  the  bookkeeping 
handling  of  that  item,  did  you?  [1905] 

A.     Not  to  this  specific  item,  no. 

Q.  Nor  as  to  items  "E"  and  '^F",  is  that  cor- 
rect? 

A.     No,  not  specifically  to  each  one. 

Q.  Now,  in  addition  to  these  income  items  which 
were  not  put  on  the  books,  and  to  these  expenses 
which  were  deducted  as  business  expenses.  Exhibit 
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279,  there,  includes  certain  items  which  Mr.  Holt- 
berg  included  in  his  computation  in  the  nature  of 
salary,  interest,  dividends  and  farm  income,  doesn't 
it?  A.    Yes. 

Q.  And  those  are  items  the  receipt  of  which  by 
Mr.  Forster  would  not  be  within  the  scope  of  the 
books  and  records  kept  for  Alpine  Dairy  or  the 
Issaquah  Creamery  Company;  is  that  correct? 

A.  No,  but  they  would  come  in  under  the  other 
books  which  Mr.  Taylor  kept. 

Q.  Well,  these  are  items  of  personal  loans  to 
Mr.  Forster  as  an  individual,  and  not  in  his  capac- 
ity as  carrying  on  Alpine  Dairy,  are  they  not? 

A.     That  is  correct. 

Q.  So,  without  going  through  the  remaining 
years  covered  by  Exhibit  279,  isn't  it  fair  to  say 
that  your  testimony  as  to  the  manner  in  which  Mr. 
Taylor  kept  his  general  ledger  had  nothing  to  do 
with  any  of  these  items  of  unreported  income  which 
Mr.  Holtberg  has  included  in  his  [1906]  computa- 
tion here? 

A.  Well,  only  to  the  extent  that  the  records 
were  not  adequate  and  not  being  adequate  and 
properly  supervised  would  result  in  these  particu- 
lar items  being  incorrectly  recorded. 

Q.  Mr.  Gorans,  again  getting  back  to  the  scope 
of  your  testimony  on  direct,  you  testified  to  certain 
particular  instances  in  which  you  stated  that  Mr. 
Taylor's  figures  in  his  ledger  did  not  agree  with 
the  figures  you  found  elsewhere  in  the  subsidiary 
records  of  these  businesses,  and  in  no  instance  was 
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it  a  difference  or  discrepancy  with  regard  to  in- 
come that  was  never  reported  on  the  books  or  with 
regard   to   personal   expense   of   Mr.   Forster   that 
were  charged  as  business  expenses? 

A.  Not  those  particular  items,  those  differences 
that  I  testified  to,  but  I  also  testified  as  to  the  gen- 
eral condition  of  all  the  records  which  would  take 
into   consideration  these  particular  things. 

Q.  But,  the  specific  testimony  as  to  the  manner 
in  which  the  general  ledgers  were  kept  related  to 
a  specific  list  of  transactions  or  specific  points  in 
them  about  which  you  testified,  none  of  which  were 
concerned  with  the  items  of  unreported  income  set 
out  in  Exhibit  279? 

A.  The  specific  points  I  brought  up  in  the  testi- 
mony [1907]  were  not  on  here,  referring  to  Alpine 
Dairy  and  Issaquah  Creamery  Company. 

Q.  All  right;  now,  turning  briefly  to  Plaintiff's 
Exhibit,  No.  280,  which  is  the  typewritten  copy  of 
Mr.  Holtberg's  final  computation,  headed  Issaquah 
Creamery  Company,  Incorporated,  computation  of 
net  income.  On  the  first  page,  for  1946,  the  first 
additional  item,  that  of  additional  sales,  checks  pay- 
able to  Issaquah  Creamery  Company  not  recorded 
in  the  books  of  the  corporation  and  deposited  to 
Hans  Forster's  personal  savings  account,  in  an 
amount  of  over  $14,000,  in  your  testimony  about 
specific  differences  in  Mr.  Taylor's  ledger,  you  didn't 
testify  to  any  of  the  transactions  included  in  that 
figure,  did  you? 

A.     No,  not  as  to  a  specific  difference  between 
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the  figures  someone  gave  him  and  he  put  in  the 

ledger;  they  didn't  relate  to  these  particular  items. 

Q.  And  the  same .  is  true  of  the  next  category, 
checks  of  Issaquah  Creamery  Company,  Incorpor- 
ated, charged  as  corporate  expense  and  used  to  pay 
personal  expenses  of  Hans  Forster.  You  did  not,  in 
your  testimony  as  to  specific  alleged  deficiencies  in 
the  books  have  reference  to  any  transactions  in- 
volving those  items,  did  you? 

A.     Not  in  the  differences  that  I  commented  on. 

Q.  And  the  same  thing  is  true  of  the  next  item, 
checks  of  Issaquah  Creamery  Company,  incorpor- 
ated, charged  to  corporate  expenses  and  used  to  pay 
construction  cost  of  a  barn  on  Hans  Forster's  farm ; 
that  is  true? 

A.  No,  I  didn't  testify  as  to  the  construction  of 
the  barn  or  the  cost  of  the  barn. 

Q.  And  subject  to  your  reservation  as  to  the 
exact  nature  of  this  check  for  the  Apex  stock,  you 
didn't  testify  about  that,  either?  You  already  testi- 
fied about  that  in  connection  with  the  preceding 
computation;  isn't  that  true? 

A.     That  is  correct. 

Q.  Isn't  the  same  true  of  the  items  of  unre- 
ported income  shown  there  in  Mr.  Holtberg's  com- 
putation for  1947  and  1948?  They  are  items  about 
which  you  have  not  testified  in  your  direct  examina- 
tion l!  A.    That  is  correct. 

Q.  And  when  we  turn  to  the  last  page  of  the 
exhibit,  or  next  to  the  last  page,  1949,  there  is  re- 
flected items — three  or  four  or  five,  down  towards 
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the  bottom  of  the  page — are  the  items  of  adjust- 
ment to  milk  drafts  and  to  accounts  payable  on 
the  books  of  Issaquah  at  the  end  of  1949  about 
which  you  did  testify  both  on  direct  and  on  cross — 
isn't  that  true?  A.     Yes.  [1909] 

Q.  And  you  testified  that  there  was  no  recon- 
ciliation with  regard  to  the  accounts  payable  and 
milk  draft  items  reflected. there? 

A.     That  is  correct. 

Q.  But  again,  aside  from  those  three  items  in 
1919,  isn't  it  true  that  your  testimony  as  to  Mr. 
Taylor's  ledger  and  the  way  in  which  he  kept  them, 
has  no  connection  with  any  of  these  items  of  unre- 
l^orted  income  which  the  Government  asserts  were 
received  by  Issaquah  Creamery? 

A.  It  definitely  had  effect  on  the  way  they  were 
kept  because  it  gets  into  the  general  ledger  and  the 
basic  records  in  back  of  it. 

Q.     My  question  was — excuse  me. 

A.  (Continuing)  :  On  the  basis  of  your  ques- 
tion, they  did  have  an  effect  on  the  general  ledger 
and  the  way  the  general  ledger  was  kept. 

Q.  That  is,  some  difference  which  arose  between 
Mrs.  Wilcox's  figure  for  wholesale  sales  for  Alpine 
Dairy  and  the  figures  that  went  into  Mr.  Taylor's 
ledger  had  something  to  do  with  these  figures? 

A.  That  particular  item  would  not,  but  you 
covered  a  broad  statement  on  the  fact  that  these 
particular  items  on  here  would  have  no  effect  on 
the  general  ledger  and  the  way  the  records  were 
kept  and  I  maintain  that  they  did.  [1910] 
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Q.  My  question  was  whether  or  not  your  testi- 
mony as  to  the  way  in  which  Mr.  Taylor  kept  his 
general  ledger  had  anything  to  do  with  the  specific 
items  of  unreported  income  that  the  Government 
has  asserted  were  received,  and  they  have  set  out 
in  that  exhibit? 

A.     I  didn't  testify  as  to  each  such  item  on  here. 

Q.  Or  to  any  of  the  items  on  there,  except  for 
the  three  adjustments  at  the  end  of  1949  for  Issa- 
quah? 

A.  Well,  my  testimony  covered  all  the  account- 
ing records  and  the  way  they  were  kept  which 
would  affect  these  particular  items,  because  they 
were  recorded  in  the  accounting  records. 

Q.  But  you  didn't  testify,  did  you,  Mr.  Gorans, 
as  to  any  entry  made  in  any  of  the  books  with 
respect  to  any  of  these  items'? 

A.  I  didn't  testify  that  Mr.  Taylor  took  one  of 
these  figures  and  put  it  in  the  general  ledger;  no, 
I  did  not. 

Q.  Well,  would  the  manner  in  which  the  general 
ledger  was  kept  by  Mr.  Taylor  have  anything  to  do 
at  all  with  failure  to  enter  income  of  the  business 
in  the  books  at  all?  [1911] 

A.  Well,  if  you  mean  just  transcribing  figures 
from  one  XDlace  and  putting  them  in  the  general 
ledger  without  going  in  back  of  those  figures  or 
getting  into  the  system  at  all  and  talking  merely 
about  picking  up  a  figure  from  one  place  and  put- 
ting   it    into    another    place    without    giving    any 
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thought  or  anything  else  to  the  figure   you  were 

using,  no,  it  would  not  have  any  effect. 

Q.  Now,  it  is  perfectly  clear  to  you,  isn't  it, 
Mr.  Gorans,  that  there  was  in  the  books  of  both 
Alpine  and  Issaquah  a  place  where  all  of  those 
checks  representing  sales  could  have  been  properly 
entered  ? 

A.  With  proper  supervision,  they  probably 
would  have  been  entered. 

Q.  Well,  it  is  true  that  a  great  many  of  the 
sales  made  did  get  properly  entered,  isn't  that  true? 

A.     Many  of  them  did,  yes. 

Q.  And  if  these  items  had  been  properly  entered, 
presumably  they  would  have  gotten  on  to  the  gen- 
eral ledger  as  to  the  sales  that  were  in  fact  put  into 
the  books? 

A.  They  probably  would  have  been  put  on  the 
general  ledger. 

Q.  Well,  in  summary,  Mr.  Gorans,  isn't  it  true 
that  all  of  your  testimony  with  relation  to  the  man- 
ner in  which  the  books  were  kept  has  nothing  to 
do  with  the  items  of  proof  relied  upon  by  the  Gov- 
ernment in  their  [1912]  case  and  set  out  in  Exhibit 
279  and  280? 

A.  Well,  you  mean  then  I  would  get  up  here 
and  try  to  refute  the  figures  that  the  Government 
has  used? 

Q.    No. 

A.     Many  of  the  figures  were  furnished  to  them. 

Q.  If  you  don't  understand  my  question,  Mr. 
Gorans,  I  will  have  the  reporter  read  it  back  to  you. 
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Tlie  Court:  Do  you  understand  the  question, 
Mr.  Gorans'? 

The  Witness :     No. 

The  Court:  Mr.  Reporter,  will  you  read  the 
question  f 

(Whereupon,  the  following  question  was  read 
by  the  reporter:  "Well,  in  smnmary,  Mr.  Gor- 
ans, isn't  it  true  that  all  of  your  testimony  with 
relation  to  the  manner  in  which  the  books  were 
kept  has  nothing  to  do  mth  the  items  of  proof 
relied  upon  by  the  Government  in  their  case 
and  set  out  in  Exhibit  279  and  280  f) 
A.     Well,  only  to  the  extent  that  the  records  as 
kept  and  the   things  that  have  been  xDointed   out 
would  indicate  that  the  —  there  wouldn't  be  any 
basis  to  rely  on  the  records  for  the  prei^aration  of 
the  income  tax  returns.  [1913] 
Mr.  Cox:     That  is  all. 

Mr.  Brody:  May  it  please  the  Court,  we  have  a 
witness  whose  testimony  will  l^e  brief,  who  has  come 
up  from  California.  We  have  expected  Mr.  Gorans' 
testimony  would  be  concluded  today  so  that  this 
witness  could  appear,  and  he  has  made  plans  to  re- 
turn to  California  and  we  have  asked  iDcrmission 
to  put  him  on  at  this  time,  so  that  he  can  return 
according  to  schedule. 

The  Court:    Any  objection? 
Mr.  Keesling:     No  objection. 
The  Court:    Does  the  Government  have  any  ob- 
jection? 

Mr.  Patten:     No  objection. 
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The  Court:     Do  you  want  to  interrupt  this  wit- 
ness? Have  you  any  objection? 
Mr.  Le  Sourd:     None. 

The  Court:     You  may  step  down,  Mr.  Gorans. 
(Whereupon,  the  witness  was  excused.) 
[1914] 


***** 


GERALD  E.  GORANS 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  defendant  Eorster,  and  having  .been  pre- 
viously duly  sworn,  testified  as  follows: 

Cross  Examination 

Q.  (By  Mr.  Keesling)  :  Mr.  Gorans,  this  morn- 
ing Mr.  Patten  asked  you  a  question  referring  to 
the  work  of  your  firm  for  a  period  of  about  four 
years  on  the  accounting  matters  in  this  case,  and 
the  amount  expended  and  concerning  the  same,  and 
then  he  asked  you  for,  I  believe,  your  exact  calcu- 
lation of  taxes  unpaid. 

Q.  Did  you  ever  make  an  exact  calculation  of 
taxes  unpaid  for  the  Indictment  period  years'? 

A.     No. 

Q.     And  why  not? 

A.  Well,  basically,  any  calculation  that  we  would 
make  would  be  purely  an  estimate  because  there 
is  some  information  that  the  Government  has,  and 
various  things  they  have  which  we  have,  and  we  do 
not  agree  on  how  it  should  be  handled  for  tax  pur- 
poses and  as  a  result  of  that,  any  computation  that- 
I  might  make,  or  anyone  else  might  make,  indepen- 
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dently  of  the  Government  would  have  no — would  be 
of  no  use  to  anyone.  The  settlement  of  this  civil 
liability  is  going  to  be  a  very  complicated  thing, 
because  there  are  areas  [1958]  in  which  they  claim 
that  there  are  constructive  dividends,  and  there  is 
a  question  as  to  whether  they  are  or  not.  I  think 
in  my  mind,  and  probably  in  minds  of  other  peo- 
ple, that  it  is  not  something  that  is  subject  to  a  pre- 
cise determination  or  something  you  could  sit  down 
and  work  .out. 

Q.  As  a  matter  of  fact,  you  mentioned  construc- 
tive dividends.  Now,  in  that  particular  instance,  it 
is  true,  is  it  not,  that  you  and  perhaps  some  of  the 
experts  of  your  firm  disagree  with  some  of  the  ex- 
perts for  the  Government  ? 

A.     I  think  that  is  true. 

Q.  That  there  are  a  number  of  similar  situations 
in  this  tax  picture  that  the — on  which  the  experts 
disagree  among  themselves ;  is  that  not  true  'F 

A.  Well,  considering  everybody  involved  in  this 
an  expert,  yes. 

Q.  Do  you  recall  the  figure — the  difference  be- 
tween the  amount  the  Government  claims  was  due 
under  the  Indictment  and  the  amount  they  finally 
arrived  at,  and  I  think  their  exhibit  278 — — 

Mr.  Cox  (Interposing)  :     279. 

Mr.  Patten:     278. 

A.  I  think  it  was  somewhere  around  fifty  or 
sixty  thousand  dollars.   [1959] 

Q.  (By  Mr.  Keesling) :  There  were  differences 
in  those  two  of  some  sixty  thousand  dollars  between 
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the  time  this  case  started  and  the  figure  they  came 

up  with  on  the  trial  *?  A.     That  is  right. 

Q.  In  your  testimony,  you  related  the  amount 
paid  to  Mr.  Taylor  during  the  Indictment  years; 
do  you  have  those  figures  before  you? 

A.    Yes. 

Q.  Do  you  also  have  the  figures  as  part  of  the 
over-all  figure  that  you  gave  this  morning  of  the 
amount  paid  to  Mr.  Erickson  for  salary  during  the 
Indictment  period?  A.     Yes. 

Q.  In  the  Indictment  period,  starting  mth  the 
year  1945,  is  it  correct  that  Mr.  Taylor  was  paid  a 
total  in  that  year  for  all  these  enterprises,  $3,650.00  ? 

Mr.  Cox:     Objected  to  as  repetition. 

The  Court:  Is  this  Taylor;  did  you  say  ''Tay- 
lor"? 

Q.  (By  Mr.  Keesling  continuing)  :  Mr.  Taylor 
was  paid  $3,650.00?  A.     Yes,  that  is  true. 

Q.     And  in  that  same  year 

Mr.  Cox  (Interposing) :  On  my  objection,  the 
witness  already  testified  to  this.  [1960] 

Mr.  Keesling:     This  is  a  matter  of  comparison. 

The  Court:  He  testified  in  examination  by  other 
coimsel,  is  that  what  you  are  referring  to? 

Mr.  Cox:     Yes. 

The  Court:  I  don't  believe,  while  examination 
was  by  counsel  for  another  defendant,  I  don't  think 
that  we  can  consider  that  as  part  of  the  direct  ex- 
amination. Therefore,  I  think  he  is  entitled  to  some 
leeway.  Objection  overruled. 

Q.     (By  Mr.   Keesling) :     The  figure   paid   Mr. 
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Taylor — the  amount  paid  Mr.  Taylor — during  1945, 

was  the  total  amoimt  of  $3,650? 

A.     That  is  correct. 

Q.     And  what  amount  was  paid  Mr.   Erickson 
during  1945 1  A.     $2,700. 

Q.     $2,700?  A.     Yes. 

Q.     That  would  be  $225  a  month  ? 

A.     That  is  correct. 

Q.     Approximately  eight  or  nine  hundred  dollars 
less  than  that  received  by  Mr.  Taylor? 

A.     It  was  $950  less. 

Q.     In  1946,  the  figure  paid  Mr.  Ta3^1or,  was  it 
[1961]  $5,081.94?  A.     That  is  correct. 

Q.     And  was  the  figure  paid  Mr.  Erickson  less 
than  that  amount?  A.    Yes,  it  was. 

Q.     $4,075.00?  A.     Yes,  $4,075. 

Q.     That  would  be  approximately  $75  less  Mr. 
Erickson  received  in  that  same  year? 

A.     It  would  be  $1,006.94. 

Q.    In  1947,  Mr.  Taylor  was  paid  $5,552.07  and 
in  that  year,  Mr.  Erickson  received  how  much? 

A.     $4,612.50. 

Q.     And  in  that  year,  he  also  received  less? 

A.     Yes. 

Q.     In  19 — excuse  me — in  1948,  Mr.  Taylor  was 
paid  $4,901.82,  and  what  was  Mr.  Erickson  paid? 

A.     He  was  paid  $4,800. 

Q.     That    would    be    about    $100    less,    approxi- 
mately? A.     Yes. 

Q.     And  then  in  1949  Mr.  Taylor  received  a  total 
amount  of  $5,500.87;  what  did  Mr.   Erickson  re- 
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ceive?  A.     Mr.  Erickson  received  $5,400. 

Q.  About  $100  less  than  Mr.  Taylor  received; 
and  the  scale  dividing  these  into  monthly  periods 
ranged  from  [1962]  $225  a  month  in  1945  to  a  top 
figure  of  $450  a  month  in  1949? 

A.     That  is  correct. 

Mr.  Griffin:     For  Erickson. 

Q.  (By  Mr.  Keesling)  :  That  is  for  Mr.  Erick- 
son"? A.     Yes. 

Q.  And  during  all  of  that  period,  Mr.  Erickson 
received  a  greater  amount  than  did  Mr.  Erickson? 

A.    Yes,  he  did. 

Q.  Now,  in  respect  to  your  testimony  as  to  the 
general  ledger,  is  it  correct  that  the  general  ledger 
is  in  essence  the  control  book  of  all  the  subsidiary 
books?  A.     That  is  correct. 

Q.  That  is  the  book  with  the  black  cover  and  it 
was  that  book  concerning  all  these  various  enter- 
prises that  was  kept  by  Mr.  Taylor? 

A.    Yes. 

Q.  As  differentiated  from  Mr.  Erickson  or  Mr. 
Wilcox  or  Mrs.  Simonson  or  Mr.  Schneider? 

A.     Yes. 

Q.  He  always  kept  the  general  ledger  controls? 
Now,  you  stated  that  the  necessary  fundamental 
in  keeping  a  set  of  books  was  the  reconciliation,  is 
that  correct?  [1963] 

A.  The  reconciliation  of  the  accounts  where 
there  are  detailed  items  in  support  of  that  balanc- 
ing the  accounts. 

Q.     Briefly,  what  is  a  reconciliation? 
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A.  A  reconciliation  consists  of — well,  take,  for 
instance,  cash  on  hand:  after  recording  the  sum- 
mary information  in  the  general  ledger,  you  end  up 
with  a  balance,  as  a  rule.  In  reconciling  the  bal- 
ance in  the  general  ledger  with  the  actual  cash  on 
hand,  it  is  merely  a  matter  of  developing  the  actual 
cash  on  hand  as  of  the  same  date  you  have  the  bal- 
ance in  the  general  ledger,  and  comparing  the  two. 

It  can  consist  of  either  a  cash  account;  in  this 
instance,  it  consisted  of  deposits  prepared  by  and 
received  by  the  bank  until  subsequent  to  the  end 
of  the  month. 

Q.  Would  it  have  been  possible  for  Mr.  Erick- 
son  in  Issaquah  to  make  a  reconciliation  of  cash 
on  hand  with  the  books  at  Issaquah? 

A.  He  could  have  reconciled  the  cash  on  hand  as 
a  physical  count  with  the  amount  showm  in  the  rec- 
ords they  had,  but  he  could  not  reconcile  it  with 
the  general  ledger  because  that  was  not  in  his  pos- 
session. 

Q.  He  would  have  to  have  the  general  ledger  to 
reconcile  it  with  the  figures  in  the  general  ledger? 

A.     That  is  correct.  [1964] 

Q.  And  is  the  same  true  as  to  a  reconciliation 
of  accounts  receivable? 

A.  He  would  have  to  have  the  general  ledger 
figure  in  order  to  reconcile  the  accounts  receivable 
to  that. 

Q.  And  would  he  have  to  have  the  general  ledger 
kept  by  Mr.  Taylor  to  reconcile  the  accounts  pay- 
able? 
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A.     To  reconcile  the  general  ledger  balance,  yes. 

Q.  And  in  order  to  make  a  reconciliation  in  what 
is  termed  a  set  of  books,  it  is  necessary  that  the 
general  ledger  be  a  part  of  that  reconciliation,  is 
it  not? 

A.  Well,  the  reconciliation  doesn't  necessarily 
have  to  be  a  part  of  the  books,  but  it  is  a  means  of 
determining  whether  or  not  the  information  in  the 
books  is  correct. 

Q.  Maybe  I  didn't  ask  the  question  correctly. 
By  that,  I  mean  that  to  make  a  reconciliation  as  to 
a  set  of  books,  either  to  cash  on  hand,  cash  in  bank, 
accounts  receivable  and  accounts  payable,  it  is  nec- 
essary to  have  the  general  ledger,  the  information 
in  the  general  ledger? 

A.  That  is  correct;  you  have  got  to  have  the 
information  that  is  in  the  general  ledger. 

Q.  And  in  all  these  enterprises,  that  general 
ledger  was  kept  by  and  was  in  the  possession  of 
Mr.  Taylor? 

A.     That  is  my  understanding.   [1965] 

Q.  So  far  as  your  examination  of  the  records 
is  concerned,  you  stated  that  besides  the  fact  there 
had  been  no  reconciliation  by  Mr.  Taylor,  I  believe 
you  stated  that  the  ledger  was  incomplete.  Can  you 
just  elaborate  a  little  bit  what  you  meant  by  that? 
In  what  respect  the  ledger  was  incomplete. 

A.  Well,  posting  references  was  not  included, 
and  in  some  instances,  the  dates  were  not  included, 
and  there  was  no  explanation  as  to  the  item  ap- 
pearing in  the  general  ledger.   There   is  just   an 
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amount  there,  but  no  explanation  as  to  what  the 

amount  consists  of. 

Q.  Going  on  to  these  items  Mr.  Cox  asked  you 
about  in  relation  to  what  appeared  on  the  records 
of  Mrs.  Wilcox  as  compared  to  the  figures  entered 
in  the  general  ledger  by  Mr.  Taylor,  and  also  those 
entered  in  his  work  sheets  and  statements  prepared 
by  him,  you  testified,  did  you  not,  that  in  October 
of  1949  as  to  the  cash  on  hand  at  Alpine  Dairy 
that  there  was  a  difference  of  more  than  thirty 
thousand  dollars  between  the  figures  furnished  by 
Mrs.  Wilcox  and  those  appealing  in  the  general 
ledger  keiDt  by  Mr.  Taylor! 

A.     That  is  October  31st. 

Q.  That  figure  was  in  excess  of  thirty  thousand 
dollars?  A.     Yes,   it  was.    [1966] 

Q.  Now,  Mr.  Cox  in  his  cross  examination  at 
some  length  questioned  you  as  to  various  items 
which  might  offset  other  items  in  the  general  ledger. 
Am  I  correct  that  if  the  subsidiary  records,  or  the 
summary  figures,  and  I  think  each  counsel  asked 
you  about  the  records  furnished  Mr.  Taylor,  and  the 
records  and  figures  he  used,  is  it  not  correct  that 
the  figure  furnished,  that  very  figure  is  the  figure 
that  must  be  entered  in  the  general  ledger  to  prop- 
erly keep  books  ? 

A.  Well,  you  had  either  the  figure  that  is  shown 
in  the  subsidiary  records  that  should  be  entered  in 
the  general  ledger  if  it  actually  occurs  there,  and 
if  there  is  adjustment  necessary,  the  adjustment 
should  be  entered  in  the  general  ledger,  subsequent 
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to  recording  the  amounts  from  the  subsidiary  rec- 
ordSj  or  else  the  figures  in  the  subsidiary  records 
should  be  changed,  and  the  explanations  noted  in 
there  as  to  why  the  change  is  made  prior  to  the 
time  of  posting  those  figures  to  the  general  ledger. 

Q.  In  other  words,  on  this  October,  1949  figure, 
the  difference  between  Mrs.  Wilcox's — the  figure 
she  furnished — and  the  figure  in  the  general  ledger 
was  over  thirty  thousand  dollars 

Mr.  Cox  (Interposing)  :  I  will  object  to  the  ques- 
tion. I  think  the  witness's  original  question  was  not 
the  [1967]  difference  between  the  general  ledger 
and  the  figure  furnished  l^y  Mrs.  Wilcox,  but  the 
figure  he  developed  as  the  cash  on  hand  through 
use  of  the  bank  statement.  I  think  counsel  is 

Mr.  Keesling:     Well,  I  will  clarify  that. 

Q.  (By  Mr.  Keesling  continuing)  :  As  to  the 
figure  of  cash  on  hand,  was  that  a  difference  be- 
tween the  figure  Mrs.  Wilcox  furnished  and  the 
figure  in  the  general  ledger  or  was  it  a  difference 
that  came  a1)out  by  reconciliation  on  your  own  in- 
vestigation ? 

A.  Well,  the  difference  of  cash  on  hand  after 
entering  the  figures  in  the  general  ledger  there  is 
one  figure  that  appears.  As  a  result  of  these — enter- 
ing these  summary  figures  furnished  hy  Mrs.  Wil- 
cox. But,  then,  on  this  information  furnished  by 
Mrs.  Wilcox,  there  shows  the  amount  of  the  deposit 
for  each  day,  and  by  determining  which  of  those 
deposits  was  not  recorded  in  the  bank  until  subse- 
quent to  October  31  in  this  instance,  you  can  deter- 
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mine  the  actual  cash  they  had  on  hand  as  of  Oc- 
tober 31st. 

Q.  But  it  is  correct  to  say  that  as  between  the 
figures  furnished  by  Mrs.  Wilcox,  according  to  the 
records  in  evidence,  and  that  appearing  in  the  gen- 
eral ledger,  there  was  this  difference  of  more  than 
thirty  thousand  dollars'? 

A.  Well,  the  figure  thirty  thousand  does  not 
show  [1968]  up  as  a  single  item  in  Mrs.  Wilcox's 
summary  but  it 

Q.  (Interposing)  :  The  total  of  her  figures  as 
compared  to  the  single  figure  entered  in  the  ledger, 
or  as  compared  with  the  figures  entered  in  the 
ledger  ? 

A.  She  doesn't  show  a  total  figure  for  cash  on 
hand  at  any  particular  time.  She  has  her  deposits 
for  each  day,  and  Mrs.  Wilcox  did  not  attempt  to 
determine  which  dejoosit  had  been  recorded  by  the 
bank  and  which  ones  not. 

Q.  And  when  that  mathematical  computation 
had  been  made,  it  showed  this  differenced 

A.     That  is  right. 

Q.  I  believe  also  in  October,  1949,  you  stated 
there  was  a  minus  cash  figure  of  over  $21,000,  is 
that  right? 

A.     That  appears  in  the  general  ledger. 

Q.  And  that — that  is  physically — well,  it  is  just 
impossible  from  the  standpoint  of  bookkeeping,  is 
that  right  I 

A.  ¥/ell,  it  is  an  impossible  situation  to  develop. 
The  way  the  books  were  kept,  the  negative  cash 
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shows  up  in  the  general  ledger,  but  it  is  a  physical 
impossibility  for  the  company  to  have  a  negative 
cash  figure,  and  when  something  like  this  shows  up 
in  the  general  ledger,  it  is  usually  a  very  good  indi- 
cation that  there  is  something  wrong  [1969]  with 
the  information  in  the  general  ledger. 

Q.  That  was  in  October,  1949.  Going  on  to  No- 
vember, 1949,  your  testimony,  as  I  recall,  was  that 
there  again  as  between  your  mathematical  compu- 
tation of  Mrs.  Wilcox's  figure  as  furnished  to  Mr. 
Taylor  and  the  diiference  between  that  and  the 
figure  appearing  in  Mr.  Taylor's  ledger  was  again 
more  than  thirty  thousand  dollars'? 

A.     That  is  correct. 

Q.  And  there,  again,  in  November,  1949,  there 
is  a  minus  cash  balance  and  this  minus  figure  was 
in  excess  of  sixteen  thousand? 

A.     That  is  correct. 

Q.  Going  on  to  the  next  month  of  December, 
1949,  that  is  the  last  month  in  the  Indictm?nt  i)e- 
riod;  the  difference  of  your  mathematical  compu- 
tation and  Mrs.  Wilcox's  figures  and  those  appear- 
ing in  the  general  ledger  kept  by  Mr.  Taylor — and 
that  is  December,  1949 — was  in  excess  of  $25,000? 
The  previous  two  months  in  excess  of  thirty  and 
this  twenty-five  thousand?  A.     $25,330. 

Q.  As  I  understand  your  testimony  now,  it  is 
that  the  figure  submitted  by  Mrs.  Wilcox  or  Mr. 
Erickson  or  someone  else,  the  proper  method  of 
handling  those,  regardless  of  the  fi,gure  submitted, 
is  that  that  figure  should  be  carried  over  exactly 
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as  it  appears  from  the   [1970]   subsidiary  records 
to  the  general  ledger  record  and  then  if  there  are 
adjustments  to  be  made,  they  should  be  made  after 
that  exact  figure  has  been  entered? 

A.     Either  that  way,  or  the  figures 

Q.  (Interposing)  :  Well,  if  the  adjustment  has 
been  made  on  the  subsidiary  record,  then  there 
would  be  a  final  figure,  and  that  figure  would  be 
carried  over?  A.     That  is  correct. 

Q.  The  figure  would  show  on  either  the  sub- 
sidiary records  or  the  general  ledger? 

A.     That  is  correct. 

Q.  And  then  there  would  be  additional  infor- 
mation to  show  on  these  adjustments  that  Mr.  Cox 
was  making  reference  to? 

A.     That  is  correct. 

Q.  But  in  these  particular  instances,  as  it  came 
out,  of  the  figures  furnished,  it  was  changed  before 
it  got  to  the  general  ledger;  that  is,  the  figure  was 
different  with  no  explanation  in  either  the  general 
ledger  or  the  subsidiary  record? 

A.     That  is  correct. 

Q.  N'ow,  leaving  the  reduction  of  the  cash  on 
hand,  these  reductions  of  thirty  thousand  for  two 
months  and  the  twenty-five  thousand  for  the  third 
month,  and  going  into  the  accounts  receivable  rec- 
ords Mr.  Cox  mentioned  for  Alpine  [1971]  Dairy 
for  December,  1949,  it  is  my  understanding  that 
you  said  that  the  figure  there  as  furnished  by  Mrs. 
Wilcox  as  compared  with  the  figure  appearing  in 
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the  general  ledger  was  reduced  by  more  than  ten 

thousand  dollars 

A.     (Interposing)     Well 


Q.    (Continuing)    for  the  accounts  receivable 

figure  for  December,  1949? 

A.     It  was  reduced  by  twelve  thousand  dollars. 

Q.  Was  it  twelve  thousand?  I  used  the  lower 
figure.  That  was  the  same  month  that  the  cash  on 
hand  was  reduced  twenty-five  thousand  *? 

A.  No,  the  cumulative  result  of  recording  cash 
receipts  resulted  in  an  understatement  of  cash  on 
hand  but  the  cash  on  hand  didn't  develop  inde- 
pendently in  the  month  of  December,  1949. 

Q.  Well,  now,  going  back  to  October,  1949,  for 
a  moment  as  to  the  comparison  of  the  accounts  re- 
ceivable as  furnished  in  that  month  by  Mrs.  Wilcox 
and  the  figure  appearing  in  the  general  ledger,  as 
I  understand  your  testimony  in  that  month  the  ac- 
counts receivable  showed  a  difference  as  they  were 
taken  between  the  subsidiary  books  and  the  general 
ledger  of  more  than  $21,000  less  than  the  figure 
furnished;  that  is,  the  general  ledger  was  $21,000 
more  than  that  figure — less  than  the  figure  shown 
[1972]  hy  Mrs.  Wilcox  on  her  accounts  receivable? 

The  Court:  Just  a  moment,  Mr.  Keesling.  I  am 
going  to  interrupt.  Do  I  understand  that  this  matter 
has  some  particular  relationship  to  Mr.  Erickson? 

Mr.  Keesling:  Yes.  If  I  can  go  on,  I  will  cover 
it  a  little  faster,  to  save  time. 

The  Witness:  I  don't  understand  that  last  ques- 
tion. 
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The  Court:    Mr,  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Q.  (By  Mr.  Keesling  continuing)  :  As  to  the  ac- 
counts furnished  by  Mrs.  Wilcox  in  the  accounts 
receivable,  for  October,  1949  of  Alpine. 

Mr.  Brody:  Will  you  raise  your  voice,  Mr. 
Keesling  ? 

Q.  (By  Mr.  Keesling,  continuing)  :  The  figure 
furnished  by  Mrs.  Wilcox  for  accounts  receivable 
in  October,  1949,  when  it  appeared  on  the  general 
ledger,  was  $21,000  less  than  the  Wilcox  figure"? 

A.     In  October,  1949? 

Q.     Is  that  correct?  I  may  have  it. 

A.  I  don't  believe  I  covered  anything  on  Octo- 
ber, [1973]  1949,  so  far  as  accounts  receivable  are 
concerned. 

Q.     December?  A.     December,  1949? 

Q.     Well,  I  will  go  on  to  the  next  question. 

A.  Well,  there  was  a  difference  in  December, 
1949,  between  the  figures  that — furnished  on  Mrs. 
Wilcox's  summary  and  the  amount  recorded  in  the 
general  ledger  of  $12,000  of  accounts  receivable. 

Q.  Novv^,  in  that  same  month  of  December,  1949, 
tlie  accounts  payable  figure  in  the  general  ledger 
was  in  excess  of  fifteen  thousand  dollars,  which 
showed  up  on  the  reconciliation,  isn't  that  correct? 
That  is,  the  figure  in  the  general  ledger  was  ac- 
tually in  excess  of  fifteen  thousand  dollars  of  the 
actual  accounts  payable  for  December,  1949? 

A.     Well,  the  balance  in  the  general  ledger  was 
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fifteen  thousand  five  hundred  dollars  in  excess  of 
the  actual  liabilities   as  they  were   shown  in  the 
various  records  at  December  31,  1949. 

Q.  Now,  going  into  the — these  even  amounts  that 
you  testified  to  this  morning  concerning  the  figures 
that  appeared  in  the  ledger  as  compared — that  is, 
for  wholesale  sales  as  compared  with  Mrs.  Wilcox^s 
smmnary  for  December,  1919,  I  believe  you  told 
Mr.  Cox  there  was  an  even  seven  thousand  dollars 
less?  [1974] 

A.  The  wholesale  sales'?  Yes,  seven  thousand 
dollars  less. 

Q.  And  then  the  accounts  receivable  figure  in 
the  ledger  was  an  even  twelve  thousand  dollars 
greater  than  Mrs.  Wilcox's  i-ecord  shows? 

A.  The  amount  recorded  on  collections  was  $12,- 
000  greater  than  the  amount  appearing  in  Mrs. 
Wilcox's  record. 

Q.  And  then,  in  that  same  month,  Mr.  Taylor's 
figure  in  the  general  ledger  for  cash  receipts  was 
an  even  five  thousand  dollars  more  than  the  figure 
as  shown  on  Mrs.  Wilcox's  records?  A.     Yes. 

Q.  But,  because  one  of  those  transactions  was 
greater  and  one  was  less,  the  outcome  would  be  that 
the  understatement  of  income  for  that  particular 
December,  1949,  would  be  in  the  sum  of  seven 
thousand  dollars? 

A.  Well,  the  effect  on  income  would  be  the 
amount  that  the  sales  were  understated,  which  was 
seven  thousand  dollars. 

Q.     Now,    in   these    various   transactions    where 
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they  were  taken  from  the  subsidiary  records  to  the 
general  ledger,  they  did  not  always  result  in  the 
understatement  of  income,  did  they'? 

A.     No. 

Q.  And  some  of  the  errors  were  in  favor  of 
the  [1975]  Government,  isn't  that  correct,  so  far 
as  tax  standpoint  is  concerned  f 

A.  Well,  the  way  they  were  recorded  would  be 
in  favor  of  the  Government. 

Q.  For  instance,  in  the  year  end  1949,  for  De- 
cember— in  the  year  ending  1947,  for  December — 
the  general  ledger  showed  actually  $14,000  more 
cash  receipts  than  the  figure  furnished  by  Mrs. 
Wilcox?  A.     That  is  correct. 

Q.  In  other  words,  that  would  be  an  example 
of  an  overstatement  where  there  would  be  more  tax 
l^ayable  ? 

A.  Y\^ell,  in  connection  with  overstatement  of 
cash,  wholesale  sales  were  overstated  at  the  same 
time. 

Q.  And  then,  in  addition  that  wholesale  sales 
was  overstated  by  another  fourteen  thousand  dol- 
lars, is  that  correct? 

A.  Well,  there  is  a — the  amount  appearing  in 
the  tax  return  for  the  ending  1947  is  $13,000  more 
than  the  amount  appearing  in  the  general  ledger. 

Q.     That  is  for  v/holesale  sales? 

A.     For  sales. 

Q.  Is  the  net  effect  of  that  actually  to  overstate 
income  by  fourteen  thousand  dollars? 

A.     Well,  the  net  effect  of  these  two  differences 
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that  develop — there  are  two  independent  differences 
— the  [1976]  one  on  the — where  the  cash  was  in- 
creased and  the  sales  were  increased  and  then  there 
was  another  one  where  the  figures  were  increased 
when  they  were  placed  in  the  tax  return.  The  total 
of  those  two  changes  resulted  in  the  increasing  sales 
for  the  year  by  $27,000. 

Q.  That  again  would  be  an  example  of  an  error 
which  would  be  in  favor  of  the  Government,  tax- 
wise,  would  it  not? 

A.  At  the  time,  it  would  appear  to  be  in  favor 
of  the  Government. 

Q.  That  is,  I  mean  taking  that  isolated  tran- 
saction? A.     That  one  transaction,  yes. 

Q.  Of  course,  if  they  were  all  in  favor,  we 
wouldn't  even  be  here,  but  some  of  them  balance 
out  but  those  particular  transactions  were  in  favor. 

Now,  you  mentioned — well,  that  would  be  a  total 
error  in  favor  of  the  Government  on  that  one  of 
$27,000,  is  that  correct?  A.     That  is  right. 

Q.  Nov^,  did  this  same  type  of  discrepancy — the 
difference  betv\^een  the  furnished  figures  and  as  they 
appeared  in  the  general  ledger,  sometimes  greater 
and  sometimes  less — did  that  appear — we  have  been 
talking  about  Alpine — did  that  appear  in  these 
other  enterprises,  too?  [1977]  A.     Yes. 

Q.  For  instance,  one  of  those  instances  would 
be  Alpine  Ice  Cream.  I  believe  you  stated,  com- 
mencing in  May,  1949,  the  figure  for  sales  was 
$25,000  greater;  that  is,  between  the  general  ledger 
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and  the  statement;  that  is,  the  statement  furnished 

to  Mr.  Forster?  A.     That  is  correct. 

Q.  And  when  we  refer  to  statement  through  all 
your  testimony,  have  you  been  referring  to  these 
white  typed  sheets'? 

A.  Well,  where  they  appear,  and  they  are 
there 

The  Court :  (Interposing)  Is  that  an  exhibit,  Mr. 
Keesling  ? 

Mr.  Keesling:    I  am  referring  now  to  A-31. 

Q.  (By  Mr.  Keesling) :  Yf  ould  that  be  illustra- 
tive where  one  shows  balance  sheet  and  one  shows 
profit  and  loss  statement? 

A.  We  did  not  have  copies  of  those  for  every 
month. 

Q.  But  where  you  refer  to  a  typed  statement, 
that  is  the  type  of  document  you  are  referring  to? 

A.    Yes. 

Q.  Actually,  the  information  on  that  typed 
statement  is  transcribed  from  his  working  sheets 
and  sometimes  you  have  referred  to  his  working 
sheets  as  a  statement,  have  you? 

A.  I  don't  believe  I  have  referred  to  them  as 
a  [1978]  statement,  always  as  a  working  sheet. 

Q.  The  working  sheet  would  be  the  large  paper 
with  the  net  information  taken  off  onto  this,  and 
this  is  what  you  refer  to  as  the  statement? 

A.     That  is  correct. 

Q.  Then  I  understand  that  as  between  the  gen- 
eroi  ledger  and  this  type  of  statement  for  May, 
1949,  on  Alpine  Ice  Cream  for  a  period  of  seven 


United  States  of  America  707 

(Testimony  of  Gerald  E.  Grorans.) 

months,  the  figure  for  sales  was  $25,000,  an  even 

figure,  greater  than  shown  in  the  statement? 

A.  Well,  the  cumulative  sales  each  month  start- 
ing with  Mav,  through  the  month  of  Noveml^er,  for 
the  general  ledger,  was  $25,000  greater  than  the 
amount  appearing  either  on  the  statement  or  on  the 
work  sheets  contained  in  the — in  Mr.  Taylor's  file 
for  Alpine  Ice  Cream  Company. 

Q.  Was  there  any  explanation  in  the  ledger  or 
in  the  statements  concerning  any  of  these  transac- 
tions you  have  testified  concerning  explaining  the 
reason  why  there  was  one  figure  in  one  book  or  one 
figure  in  a  statement ;  or  a  particular  figure  in  Mrs. 
Wilcox's  information  and  a  different  figure  in  the 
ledger?   Any  explanation  along  with  any  of  these? 

A.     None  that  I  could  find. 

Q.  Now,  during  that  year,  1949,  from  May 
through  November,  that  $25,000  figure,  the  differ- 
ence was  carried  through,  but  then  on  December, 
that  $25,000  to  sales  was  [1979]  restricted,  was  it 
not,  in  December,  1949? 

A.  Well,  on  the  December  statement  for  the 
3^ear  end,  for  the  period  from  the  first  of  May 
through  December  31,  1949,  covering  the  sales  for 
that  period,  this  $25,000  was  included  in  the  state- 
ment which — prepared  as  of  December  31st. 

Q.  But  on  that  December  31st  statement,  an- 
other figure  appeared,  as  I  understand  your  testi- 
mony, and  that  was — that  is,  there  appeared  on  the 
tax  return  a  figure  of  $25,000  less  for  notes  pay- 
able ?  That  is,  the  general  ledger  had  one  figure  for 
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notes   payable   and  the  tax  return  had   a  $25,000 

figure  less  for  notes  payable'? 

A.  Figures  for  notes  payable  appearing  in  the 
general  ledger  for  Alpine  Ice  Cream  and  a  figure 
in  the  general  ledger  for  Arctic  Gardens,  Incor- 
porated, these  two  items  were  combined  on  a  work 
sheet  and  totalled,  and  the  total  for  those  two 
amounts  does  not  agree  with  the  amount  placed  on 
the  tax  return  as  notes  payable,  by  twenty-five 
thousand  dollars. 

Q.  And  again,  is  this  not  an  overstatement  of 
income,  an  error  in  favor  of  the  Government,  as  to 
that  isolated  transaction? 

A.  It  is  an  overstatement  of  income  of  Alpine 
Ice  Cream  Company. 

Q.     That  is  the  corporation? 

A.  Of  the  corporation  between  May  and  De- 
cember, [1980]  1949. 

Q.  Now,  in  view  of  these  various  changes  from 
the  figures  furnished,  and  the  figures  as  they  appear 
in  the  ledger,  in  view  of  your  testimony  concerning 
those  instances,  is  it  correct  that  the  general  ledger 
correctly— or  even — reflects  the  summary  informa- 
tion furnished  to  Mr.  Taylor? 

A.     May  I  have  that  question  again? 

Q.  In  view  of  this  testimony  concerning  the  dif- 
ferences in  the  figures  appearing  in  the  information 
furnished  and  in  the  information  as  it  appears  in 
the  general  ledger,  is  it  correct  that  the  general 
ledger  reflects  the  summary  figures  furnished  to  Mr. 
Taylor? 
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A.  Well,  in  specific  instances,  they  do  not,  but  I 
couldn't  make  a  general  statement  they  never  did. 

Q.  No,  but  in  all  these  we  have  talked  about, 
they  did  not?  A.     That  is  correct. 

Q.  Without  explanation  in  the  record,  is  that 
right? 

Now,  referring  to  the  same  type  of  transaction, 
and  I  refer  now  to  the  record  in  evidence  of  the 
inventory  of  Finstad  and  Utgard,  you  examined 
those  figures,  did  you,  as  to  the  inventory  figures 
furnished  by  Mrs.  Simonson? 

A.  I  compared  the  figures,  the  typewritten  fig- 
ures, prepared  by  Mrs.  Simonson  with  the  amounts 
recorded  in  the  [1981]  general  ledger. 

Q.  As  I  understand  your  testimony  for  Decem- 
ber, 1946,  the  inventory  figure  as  it  appears  in  Mr. 
Taylor's  ledger  is  exactly  ten  thousand  less  than 
the  inventory  figure  furnished  by  Mrs.  Simonson? 

A.     Yes,  that  is  correct. 

Q.  And  I  believe  you  further  stated  that  the 
inventory  figure  on  the  tax  return  was  exactly  ten 
thousand  dollars  less  than  the  figure  furnished  by 
Mrs.  Simonson?  A.     That  is  correct. 

Q.  And  then  in  December,  1948,  I  believe  that 
you  testified  that  the  inventory  figure  appearing  in 
the  general  ledger  of  Mr.  Taylor  was  exactly  four 
thousand  dollars  less  than  the  inventory  figure  fur- 
nished by  Mrs.  Simonson? 

A.  The  typed  figures  furnished  by  Mrs.  Simon- 
son were  four  thousand  dollars  greater  than  the 
amount  recorded  in  the  general  ledger. 
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Q.     You  were  here  when  she  testified? 

A.     Yes. 

Q.     Those  were  the  amounts  she  presented  ? 

A.     Yes. 

Q,  And  the  amount  in  the  general  ledger,  four 
thousand  dollars  less  than  on  inventory! 

A.     That  is  correct. 

Q.  And  was  that  not  carried  through  to  the  tax 
return  [1982]  showing  an  amount  four  thousand 
dollars  less  on  the  tax  return  than  appears  on  the 
records  of  Mrs.  Simonson  which  were  furnished  to 
Mr.  Taylor*?  A.     That  is  correct. 

Q.  So,  in  view  of  that  testimony,  then,  relative 
to  figures  furnished  by  Mrs.  Simonson  as  to  the 
inventory  and  the  figures  in  the  reduced  amount  of 
ten  thousand  and  four  thousand  as  they  appear  in 
the  general  ledger  of  Mr.  Taylor,  would  you  say 
that  Mr.  Taylor's  general  ledger  reflects  the  sum- 
mary figures  furnished  to  him? 

A.  They  don't  for  Finstad  and  Utgard  in  these 
two  instances. 

Q.  Now,  going  to  Issaquah  Creamery  Company, 
I  believe  you  stated  that  you  had  never  seen  so  few 
boolcs  for  the  size  of  the  operation. 

Would  you  state  just  what  they  did  have  in  the 
way  of  books  during  the  Indictment  period,  briefly, 
please  ? 

A.  Issaquah  Creamery  Company  had  a  sales  rec- 
ord with  one  set  prepared  for  each  day,  and  the 
figures  were  placed  on  that. 

They  had  an  accounts  receivable  record.    There 
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was  a  combination  cash  disbursement  book  and  ac- 
counts payable  register,  which  we  have  here  in  evi- 
dence. And  then,  the  general  ledger,  and  that,  basic- 
ally, was  all  of  [1983]  the  formal  accounting  rec- 
ords that  were  kept  at  Issaquah  Creamery  Com- 
pany. 

Q.  And  the  general  ledger,  of  course,  was  being 
kept  in  the  office  of  Mr.  Taylor,  so  far  as  you  know  *? 

A.     Yes. 

Q.  It  was  not  kept  at  Issaquah  by  Mr.  Erick- 
son?  A.     No,  it  was  not. 

Q.  When  your  firm  took  over  the  keeping  of 
the  general  ledger,  were  the  qualifications  of  Mr. 
Erickson  inquired  into  as  keeping  a  general  ledger? 

Mr.  Moriarty:  Objected  to  as  immaterial,  when 
they  took  over  on  that. 

Mr.  Keesling:  A  report  at  that  time  would  have 
a  direct  bearing  on  his  knowledge. 

The  Court:  I  think  the  form  of  the  question  is 
objectionable.   The  Court  will  sustain  the  objection. 

Q.  (By  Mr.  Keesling) :  From  your  examination 
of  the  work  of  Mr.  Erickson,  of  the  records  in  evi- 
dence during  the  Indictment  period,  do  you  have 
an  opinion  as  to  whether  he  is  qualified  or  not  to 
keep  the  general  ledger? 

Mr.  Moriarty:  Objected  to  as  incompetent  and 
irrelevant. 

The  Court :    Are  you  talking  about  Mr.  Erickson  ? 

Mr.  Keesling:    Yes.  [1984] 

The  Court :  Is  the  question  put  as  to  Mr.  Erick- 
son, Mr.  Keesling? 
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Mr.  Keesling:    Yes,  sir. 

The  Court:  He  didn't  keep  a  general  ledger, 
did  he? 

The  Witness:    No. 

Mr.  Keesling :  I  ask,  from  his  examination  of  the 
books  and  records  in  evidence,  does  he  have  an 
opinion  as  to  whether  Mr.  Erickson  would  be  com- 
petent to  keep  a  general  ledger. 

The  Court:  I  don't  think  that  is  material.  Ob- 
jection sustained. 

Q.  (By  Mr.  Keesling)  :  Will  you  tell  the  Jury 
just  exactly  what  type  of  work  Mr.  Erickson  was 
doing?  He  was  being  paid  $225  a  month.  Would 
you  tell  them  what  he  was  doing  for  that? 

Mr.  Moriarty:  Just  a  moment,  I  object  to  that 
as  hearsay  because  this  witness  didn't  get  out  there 
until  May,  1950.  What  he  was  doing  during  the 
period 

Mr.  Keesling:  (Interposing)  I  will  rephrase  the 
question  to  eliminate  the  objection. 

Q.  (By  Mr.  Keesling  continuing)  :  You  have 
examined  the  books  and  records  of  Issaquah  Cream- 
ery here  that  were  kept  by  Mr.  Erickson? 

A.    Yes.  [1985] 

Q.  Would  you  tell  the  Jury  just  what  type  of 
record  that  is? 

A.  Well,  basically,  it  is  clerical  work  writing 
checks  and  recording  the  checks,  and  entering  them 
in  this  book  was  the  greater  part  of  his  job. 

Q.  He  didn't  keep  the  general  ledger,  and  he 
didn't  make  out  the  taxes? 
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Mr.  Moriarty:  Objected  to  as  repetition,  five 
times  in  the  examination  we  have  had  the  general 
ledger  in  Seattle  and  not  Issaquah. 

The  Court:    I  think  the  general  ledger 

Mr.  Keesling:     (Interposing)  I  won't  argue. 

The  Court:  You  may  restate  the  question,  Mr. 
Keesling. 

Q.  (By  Mr.  Keesling)  :  The  work  that  was  done 
by  Mr.  Erickson  at  Issaquah  was  merely  the  sub- 
sidiary work  which  went  into  the  general  ledger? 

A.     That  is  correct. 

Q.  And  that  particular  work  was  not  i:)art  of 
the  direct  making  out  of  the  tax  returns;  it  was 
information  furnished  along  the  way,  but  so  far  as 
you  know,  he  had  nothing  to  do  with  actually  mak- 
ing out  tax  returns'? 

Mr.  Moriarty:     Object  to  the  form. 

Mr.  Keesling:  I  am  merely  trying  to  point  out 
exactly  [1986]  what  he  did. 

Mr.  Moriarty:  I  think  he  is  arguing  his  case, 
rather  than  asking  a  question. 

The  Court :    If  he  knows,  you  may  state. 

A.  I  understand  that  the  only  tax  return  he  pre- 
pared was  the  payroll  tax  return.  The  other  tax 
returns  were  prepared  by  somebody  else. 

Q.  (By  Mr.  Keesling) :  That  would  be  with- 
holding tax? 

A.  Withholding  tax  and  State  Unemployment 
Tax. 

Q.  I  am  referring  to  income  tax  of  the  corpora- 
tion. A.    No,  he  did  not  prepare  those. 
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Q.  Now,  there  was  a  reference  made  yesterday 
by  Mr.  Patten  to  your  chart,  and  the  numbers  on 
it.  Assuming  that  in  these  books  of  account  kept  by 
Mr.  Erickson,  these  were  the  ones  with  the  brown 
cover,  are  they  not,  248?  A.     Yes. 

Q.  And  the  similar  ones  for  the  various  years, 
they  start  with  1945  and  go  through  1949.  Refer- 
ring to  that  loarticular  book 

The  Court:     (Interposing)  That  is  Exhibit  248? 

The  Witness:    Yes,  sir. 

Mr.  Keesling:  Incidentally,  if  the  Court  would 
like  at  this  time,  it  v/on't  be  necessary  for  the  Jury 
to  keep  those  papers.  [1987] 

The  Court:  All  right.  We  may  as  well  collect 
them  now  before  we  recess.  If  you  have  a  question 
or  two,  that  you  want  to  put 

Q.  (By  Mr.  Keesling  interposing) :  In  that 
book,  there  are  other  columns  with  a  heading  which 
is  similar  to  these  code  numbers,  is  that  correct? 
— the  expense  column  is  all  miscellaneous? 

A.     That  is  correct. 

Q.  It  is  in  the  miscellaneous  coliunn,  and  Mr. 
Erickson  put  everything  in  that  miscellaneous  col- 
umn? A.     That  is  correct. 

Q.  In  reference  to  this  chart,  assuming  every 
one  of  those  had  been  given  some  kind  of  a  num- 
ber, would  that  have  assured  a  proper  tax  return? 

A.  Not  by  numbers  alone.  It  would  depend  on 
how  the  amounts  were  recorded  in  the  general 
ledr;er,  and  how  they  were  taken  from  the  general 
ledger  and  placed  on  the  tax  return. 
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Q.  As  a  matter  of  fact,  breaking  down  the  ac- 
eomit  and  the  various  types  of  business  accounts 
is  primarily  for  the  information  of  the  owner,  is 
it  not? 

A.  Well,  I  think  that  that  was  done  prior  to 
the  enactment  of  the  Income  Tax  Act  and 

Q.     (Interposing)  Now — Go  ahead.  [1988] 

A.  (Continuing)  And  I  don't  know  for  sure 
whether  the  Internal  Revenue  Code  provides  that 
it  is  necessary  for  a  taxpayer  to  break  down  his 
expenses  in  accordance  with  the  way  they  have  set 
the  tax  return  form  out  so  that  so  much  is  set  forth 
as  depreciation  and  so  much  salaries  and  wages. 

Q.  From  the  standpoint  of  taxes,  for  instance, 
if  you  took  this  Code  number  for  truck  expense,  in 
the  way  these  books  were  actually  kept,  is  it  not 
true  that  under  truck  expense  they  put  oil  and 
gasoline,  and  they  put — well,  other  items  that  are 
usually  segregated  into  various  accounts'? 

A.     That  is  correct. 

Q.  And,  as  a  matter  of  fact,  whether  the  account 
is  thrown  into  one  code  numl^er  or  another  code 
number  from  the  standpoint  of  taxes,  it  is  an  ex- 
pense regardless  of  what  code  number  appears?  If 
it  is  a  business  expense,  it  is  a  business  expense? 

A.     That  is  right. 

Q.  And  is  deductible  for  taxes,  regardless  of 
what  the  Code  number  might  be? 

A.     That  is  right. 

Mr.  Keesling:    Do  you  want  to  recess? 

The  Court:     Ladies  and  Gentlemen  of  the  Jury: 
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We  will  now  recess  for  the  day.    The  Court  calls 
your  attention  [1989]  to  the  admonition  given  you 
on  similar  occasions  and  asks  that  you  heed  it  on 
this  occasion. 

You  will  now  be  excused  until  tomorrow  morning 
at  ten  o'clock. 

(Whereupon,  the  Jury  retired  from  the  court- 
room.) 
The  Court:     This  case  will  be  recessed  until  to- 
morrow morning  at  ten  o'clock,  and  the  Court  will 
remain  in  session. 

(Whereupon,  at  4:03  o'clock  p.m.  March  ??, 
1954,  a  recess  was  had  in  the  within-entitled 
and  numbered  cause  until   10:00   o'clock   a.m. 

March  24,  1954.) 

*  *  *  *  » 

GERALD  E.  GORANS 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  having  been  previ- 
ously duly  sworn,  resumed  the  v^itness  stand  and 
testified  as  follows: 

Cross  Examination 

Q.  (By  Mr.  Keesling)  :  Mr.  Gorans,  you  stated 
yesterday  that  the  inventory  figures  in  Mr.  Taylor's 
general  ledger,  and  the  tax  returns,  were  respec- 
tively four  thousand  and  ten  thousand  less  than 
the  figures  as  they  were  furnished  by  Mrs.  Simon- 
son;  do  you  recall  that  testimony?  A.    Yes. 

O.  And  then  you  stated  as  to  a  number  of  vari- 
ous instances  where  there  were  adjustments  or  mis- 
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takes  involving  errors  which  were  in  favor  of  the 
Government,  and  I  believe  one  of  them  amounted 
to  some  $27,000. 

That  is,  they  were  in  favor.  As  to  that  isolated 
instance,  it  overstated  income? 

A.     That  is  correct. 

Q.  Now,  did  this  same  type  of  discrepancy  ap- 
pear in  the  ])ooks  of  other  Forster  enterprises  ex- 
amined by  you?  A.     Yes. 

Q.     What  were  those  enterprises  or  companies'? 

A.     There  was  Renton  Ice  and  Ice  Cream. 

Q.     And  will  you  state  the  various  discrepancies'? 

Mr.  Cox:  Will  you  specify  the  period,  please, 
Coimsel  ? 

The  Court:  These  matters  were  not  covered  in 
cross;  I  mean  direct  and  the  Court  would  limit  it. 

Mr.  Cox:    We  would  object. 

Mr.  Moriarty:    We  join  in  the  objection. 

Q.  (By  Mr.  Keesling  continuing)  :  If  you  will, 
just  state  broadly  the  particular  item  so  that  we 
will  know  ahead  of  time  whether  it  was  covered  on 
direct. 

Mr.  Cox:  We  object  to  the  form  of  the  question 
unless  counsel  specifies  the  period  referred  to.  I 
don't  think  it  is  proper  cross-examination. 

Mr.  Keesling:    I  will  ask  in  this  manner: 

Q.  (By  Mr.  Keesling  continuing) :  First,  what 
were  those  companies'? 

A.  Renton  Ice  and  Ice  Cream  Company.  I  think 
tli(>re  was  one  instance  in  Issaquah  Creamery  Com- 
pany. 
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Q.  That  is,  other  than  those  we  have  covered; 
we  have  taken  Alpine  Ice  Cream,  and  we  have  taken 
Finstad  and  Utgard  as  to  the  inventory  "fignres,  and 
we  have  taken  Alpine  Dairy.  Those  wonld  be  in- 
cluded in  the  rest,  would  it  not  ?  [2000] 

A.  That  is  correct.  Those  were  the  only  ones  I 
remember  at  the  moment  that  there  was  any  differ- 
ence. 

Q.  In  respect  to  the  discrepancy  to  which  you 
have  previously  testified,  limited  to  that,  what  were 
those  discrepancies  that  we  have  not  already  cov- 
ered, if  there  were  any? 

Mr.  Moriarty:    Objected  to  as  repetitious. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Keesling)  :  Going  to  the  Issaquah 
Creamery  account,  with  respect  to  the  Consolidated 
invoices,  and  the  Stevenson  check  and  the  milk 
draft  items  you  mentioned  that  they  had  been  dis- 
covered during  the  investigation.  It  is  true,  is  it 
not,  that  Mr.  Ericksoii  specifically  pointed  out  these 
items'?  That  is,  it  was  Mr.  Erickson  who  brought 
it  to  your  attention?  A.     That  is  correct. 

Q.  Now,  Mr.  Cox  asked  you  about  differences  in 
the  general  ledger  of  Mr.  Taylor,  and  the  figures 
furnished  by  Mr.  Erickson,  and  in  particular,  the 
accounts  receivable  postings. 

Is  it  correct  that  the  accounts  receivable  as  they 
appeared  iu  Mr.  Erickson's  books,  these  cash  dis- 
bursemeut  books,  represented  by  264,  your  testi- 
mony was  [2001]  as  to  the  1949  ledger. 

Is  it  true  tliat  tliat  accounts  recei\al)le  was  not 


United  States  of  America  719 

(Testimony  of  Gerald  E.  Gorans.) 

posted  in  the  general  ledger  of  Mr.  Taylor  to  an 

accounts  receivable  account? 

A.     That  is  correct. 

Q.  As  I  understand  it,  it  was  posted  to  a  whole- 
sale sales  account?  A.     That  is  correct. 

Q.  And  that  that  extended  over  some  period  of 
time? 

A.     It  covered  several  months  for  the  year  1949. 

Q.  Now,  Mr.  Cox  asked  you  at  length  about  per- 
sonal expense  items  concerning  which  you  did  not 
testify  in  Exhibit  279  and  280,  the  sheets  furnished 
by  the  Government. 

Now,  is  it  true  that  it  is  a  common  and  ordinary 
practice  in  many  businesses  to  pay  personal  ex- 
penses of  the  owner  and  sometimes  even  of  the  em- 
ployees on  company's  checks? 

A.     It  is  a  common  practice. 

Q.  Would  you  explain  to  the  jury  just  what  type 
of  situations  those  would  be? 

Explain  a  little  further. 

Mr.  Moriarty:  Objected  to  as  not  proper  cross- 
examination. 

The  Court:    Objection  sustained.  [2002] 

Q.  (By  Mr.  Keesling  continuing) :  It  is  a  com- 
mon practice?  A.    Yes. 

Q.  Now,  in  respect  to  all  these  checks,  it  is  true, 
is  it  not,  that  they  showed  on  their  face  to  whom 
they  were  payable,  and  so  far  as  your  investigation 
revealed,  those  same  x^^y^^s  named  on  the  check 
were  entered  in  the  books  of  Mr.  Erickson? 

A.     That  is  correct. 
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Q.  That  is,  the  check  would  be  made  to  Ed's 
Kennels  and  that  same  Ed's  Kennels  would  appear 
on  his  books  ?  A.     That  is  correct. 

Q.  And,  as  a  matter  of  fact,  on  the  Dr.  Hillory 
check,  it  was  written  right  on  the  face — there  was 
written  right  on  the  back,  Betty  and  Joan  Forster? 

A.  I  recall  that  that  appears  on  the  bottom  of 
the  check  in  the  left-hand  corner. 

Q.  Now,  it  is  really  when  the  checks  are  taken 
care  of  in  the  final  books  of  account — that  is  the 
deciding  factor  for  tax  purposes,  is  it  not? 

A.     That  is  correct. 

Q.  So  that  there  was  nothing  irregular  in  the 
fact  that  the  business  checks  were  written  to  pay 
personal  expenses'?  [2003] 

A.     That  is  correct. 

Q.  So  that  there  was  nothing  irregular  in  the 
fact  that  the  business  checks  were  written  to  pay 
personal  expenses?  A.     No. 

Q.  That  is  the  fact  of  the  writing  and  paying 
them  on  business  checks,  personal  and  business  ex- 
penses; in  that,  alone,  there  was  nothing  irregu- 
lar  

A.     (Interposing)  No. 

Q.     (Continuing)    from    the    standpoint    of 

business  practice. 

That  it  was  how  they  were  finally  charged  in  the 
books  that  the  matter  was  not  correctly  taken  care 
of  for  tax  purposes? 

Mr.  Moriarty:  Objected  to  as  not  proper  cross- 
examination  and  argumentative. 
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The  Court:  Objection  sustained- 
Mr.  Keesling:  If  your  Honor  please,  Mr.  Cox 
went  at  length  into  these  personal  check  items. 

The  Court :  As  you  said  yourself  you  questioned 
at  length,  and  you  said  that  the  witness  didn't  tes- 
tify on  direct. 

Mr.  Keesling:  He  got  his  questions  in  by  saying 
"You  did  not  testify  to  this,"  but  brought  the  mat- 
ter to  the  attention  of  the  jury  and  gave  them  the 
list  of  the  [2004]  checks. 

The  Court:  It  seems  to  me  you  are  doing  the 
same  thing. 

Mr.  Keesling:    By  saying  he  did  not. 

The  Court:  If  you  wish  to  make  the  witness 
your  own  at  a  later  time,  you  may  do  so. 

Mr.  Keesling:    I  will  go  on. 

Will  you  mark  this  as  Defendants'  Exhibit  next 
in  order,  please? 

The  Clerk:  Defendants'  Exhiint  No.  A-51 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-51  marked  for 
identification.) 

Q.  (By  Mr.  Keesling)  :  Showing  you  what  has 
been  marked  as  Defendants'  Exhibit  No.  A-51  for 
identification,  will  you  identify  that,  please,  if  you 
can? 

A.  Well,  this  is  Mr.  Taylor's  work  sheet  for 
Issaquah  Creamery  Company  for  the  month  ended 
March  31,  1949. 

Mr.  Obenour:    What  is  the  date? 
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Mr.  Keesling:  March  31,  1949.  I  will  offer  that 
in  evidence. 

Mr.  Moriarty:    No  objection. 

Mr.  Griffin:    No  objection.  [2005] 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Cox:  We  would  object  to  Defendants'  Ex- 
hibit A-51  for  identification  on  our  standing  ground 
of  the  violation  of  privilege  and  the  manner  in 
which  it  v/as  obtained,  and  on  the  ground  it  is  ir- 
relevant and  immaterial,  and  not  proper  cross- 
examination  and  going  into  a  period  to  which  the 
witness  testified  to  nothing  on  direct  with  regard  to 
Issaquah  Creamery. 

The  Court:  As  to  the  first  objection,  the  Court 
would  overrule. 

Mr.  Cox:    Yes,  sir. 

The  Court:  As  to  the  other,  it  isn't  apparent 
to  me  what  the  purpose  is,  or  whether  it  goes  to 
a  matter  covered  on  original  direct  or  not. 

Mr.  Keesling:  It  pertains  to  the  manner  of  the 
bookkeeping  of  Mr.  Taylor. 

The  Court:  A  phase  covered  by  direct  examina- 
tion? 

Mr.  Keesling:    Yes,  to  Issaquah  Creamery. 

Mr.  Cox:  As  to  a  phase  of  the  Issaquah  books 
covered  on  direct. 

The  Court:    Or  to  an  item? 

Mr.  Keesling:  It  pertains  to  his  general  ledger 
accounts. 

'I'he  Court:  If  it  has  relationship  to  some  mat- 
ter [2006]  covered  on  direct 
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Mr.  Keesling:     (Interposing)     Yes. 

The  Court:     (Continuing)     1  would  admit  it 

with  that  imderstanding.  I  can't  tell  now  and  would 
have  to  accept  your  representation.  Of  course,  if  it  is 
a  matter  that  isn't  covered  by  direct  or  doesn't  have 
some  relationship  to  it,  it  might  be  admissible  later 
in  your  case. 

Mr.  Keesling:  I  think  it  is  admissible  at  this 
time,  your  Honor.  I  don't  have  a  transcript  of  the 
exact  testimony,  but  if  he  will,  he  can  object  further 
if  it  gets  into  a  phase  he  feels  isn't  proper  direct. 

The  Court:  He  has  the  other  objection  made, 
and  the  Court  will  overrule  as  to  admissibility  on 
those  grounds,  and  it  is  admitted  conditionally. 

(Defendants'  Exhibit  No.  A-41  admitted  into 
evidence.) 

Q.  (By  Mr.  Keesling) :  Referring  to  Exhibit 
A-51,  what  figure,  if  any,  appears  there  for  the 
inventory  items? 

Mr.  Cox:  Objected  to  as  not  proper  cross-exam- 
ination. The  witness  did  not  testify  on  direct  as  to 
any  matters  of  inventory. 

The  Court :  I  will  ask  the  witness,  did  you  cover 
any  matters  relating  to  the  inventory  of  Issaquah 
[2007]  Creamery? 

The  Witness:  Generally,  all  I  covered  was  the 
fact  that  the  inventory  sheets  themselves  could  not 
be  located. 

A  Juror:    We  can't  hear. 

The  Witness:    I  testified  to  the  fact  that  the  in- 
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ventory  sheets  themselves  could  not  be  located  for 

Issaquah  Creamery  Company. 

The  Court:    And  that  is  what  that  pertains  to? 

The  Witness:  This  pertains  to  an  inventory  fig- 
ure used  on  the  financial  statement. 

Mr.  Cox:  But  it  doesn't  pertain  to  the  availa- 
bility or  non-availa]^ility  of  the  inventory  sheet. 

Mr.  Keesling:  This  evidence,  and  further  evi- 
dence I  will  have,  goes  to  the  question — he  stated 
there  were  no  inventory  figures  available,  and  this 
will,  I  believe,  show  that  there  were  inventory 
figures  available. 

Mr.  Cox:  No.  As  I  understand  the  witness'  testi- 
mony, there  was  no  regular  permanent  record  in 
which  inventory  figures  were  recorded.  We  have 
already  in  the  record  at  least  one  exhibit  which 
contains  an  inventory  figure — two  exhibits  which 
contain  inventory  figures.  I  think  it  is  agreed  that 
as  reported  either  on  separate  slips  of  paper  or  as 
appearing  in  munerous  work  sheets  of  [2208]  the 
financial  statements  of  Mr.  Taylor,  that  there  are  a 
good  many  figures  already  in  the  record  showing 
inventory  of  Issaquah  Creamery.  This  witness  did 
not  testify  on  direct  as  to  the  manner  of  recording 
inventory  accounts  of  Issaquah,  and,  therefore,  it 
is  improper  to  go  into  it  on  cross. 

Mr.  Keesling:     He  testified  on  inventory. 

The  Court:  It  seems  to  me  the  objection  is  well 
taken  at  this  point,  Mr.  Keesling.  Now,  in  attempt- 
inr;  to  confine  the  testimony  of  a  witness  to  matters 
covered  in  direct  examination,  tluM-e  may  hv  some 
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relationship  when  you  put  on  your  case,  and  I  take 
it  your  examination  at  this  time  with  this  witness 
would  relate  to  matters  that  would  have  i^articular 
bearing  on  your  client,  Mr.  Erickson. 

Mr.  Keesling:  My  principal  purpose  is  that  he 
l)rought  out  the  fact  on  direct  testimony  that  there 
w^ere  no  inventory  figures  available  on  direct. 

The  Court:    Inventory  sheets. 

Mr.  Keesling:  I  think  he  said  inventory  figures, 
and  I  think  we  are  entitled  to  show  he  did  have 
inventory  figures,  and  the  inventory  figures  that 
were  available  on  the  subsidiary  and  collateral 
records,  although  this  particular  book  does  not  have 
an  inventory  colunm  and  he  said  that  it  did  not. 

Mr.  Cox:  As  I  have  already  stated  to  the  Court, 
it  is  amply  demonstrated  that  there  are  inventory 
figures. 

Mr.  Keesling:  I  am  not  bound  by  what  is  de- 
monstrated. 

Mr.  Cox:  You  are  bound  by  what  the  witness 
testified  on  direct. 

Mr.  Keesling:  I  can  choose  any  witness  I  wish 
as  to  the  testimony. 

The  Court :    Mr.  Griffin,  do  you  wish  to  be  heard  ? 

Mr.  Griffin :  Yes.  This  is  our  witness,  one  for  the 
Defendant  Forster.  As  I  view  it,  he  testified  to  the 
entire  books  and  records  in  evidence  here.  We  in- 
terrogated as  to  specific  matters  in  them.  I  cannot 
conceive  that  upon  cross-examination,  both  the  Gov- 
ernment and  any  defendant  can  cross-examine  as  to 
other  items  in  those  books  that  in  any  way  reflects 
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upon  his  testimony.  We  could  have  kept  this  wit- 
ness on  the  stand  for  a  week  in  direct  examination 
on  item  after  item  in  these  books.  Now,  it  seems  to 
me,  while  we  didn't  do  it,  he  testified  to  them  gen- 
erally, and  we  placed  him  there  for  cross-examina- 
tion and  that  I  certainly  would  think  that  if  I  was 
cross-examining  for  a  defendant,  he  having  testified 
to  the  adequacy  and  inadequacy  of  these  [2010] 
books  and  records  and  specifically  this  item  of  in- 
ventory, that  I  could  cross-examine  him  as  to  the 
contents  of  these  books  and  records  and  anything 
that  directly  and  indirectly  was  involved  in  the 
books  and  records  testified  to. 

Mr.  Keesling:  He  also  testified  he  had  work  on 
this  thing  for  four  years,  and  indicated  the  scope 
and  covered  the  whole  field. 

The  Court:  There  has  to  be  some  limitation  on 
the  matter.  One  matter  might  be  cross-examination 
by  the  Government.  Another  situation  might  be  a 
defendant,  another  defendant,  who  may,  in  effect, 
cross-examine,  but  I  don't  believe  that  the  cross- 
examination  of  another  defendant  on  matters  that 
does  not  have  some  direct  relationship  to  the  de- 
fondant  as  brought  out  on  direct  or  cross-examina- 
tion of  the  Government,  it  seems  to  me,  doesn't 
properly  come  witliin  the  scope  of  the  examination. 

Mr.  Keesling:  Well,  this  will  have  a  direct  re- 
lationship in  that  these  figures,  as  we  put  them  in, 
will  show  that  most  of  these  inventory  figures  will 
be  a  comparison  of  the  inventory  figures  furnished 
by  Mr.  Erickson  in  his  lirindwriting,  as  co]n])arod 
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with  the  inventory  figures  used  by  Mr.  Taylor  in 

the  books  he  has  examined  and  the  working  papers. 

Mr.  Cox:  We  would  object,  if  the  Court  please, 
on  the  additional  ground  that  this  is  irrelevant  and 
immaterial  to  the  defense  of  Mr.  Erickson,  because 
it  doesn't  bear  on  any  point  in  the  Government's 
case — has  any  relevance  to  the  guilt  or  innocence. 

Mr.  Keesling:  This  will  be  vital  to  the  defense 
of  Mr.  Erickson.  For  the  record,  it  will  show  he 
furnished  the  proper  figures  and  they  were  not 
used.  For  what  reason,  I  don't  know. 

Mr.  Cox:  I  don't  recall  in  the  Government's 
case  where  they  went  into  the  matter  of  inventory. 

The  Court:    Mr.  Moriarty? 

Mr.  Moriarty:  If  this  is  an  attempt  to  impeach 
Mr.  Gorans'  testhnony,  it  is  our  x^osition  that  no 
foundation  has  been  laid.  If  it  is  an  attempt  to  state 
something  about  the  records  in  March,  1949,  the 
only  time  they  are  pertinent  so  far  as  this  witness's 
testimony,  as  I  take  it,  it  would  be  at  the  end  of 
December. 

Mr.  Keesling:  Well,  we  will  not  limit  our  case 
to  the  end  of  December. 

The  Court:    This  isn't  your  case. 

Mr.  Keesling:  It  is  when  he  gets  on  the  stand 
and  testifies  to  various  figures  throughout  1949  and 
the  Indictment  period. 

The  Court:  Insofar  as  it  has  relationship  to 
[2012]  matters  he  testifies  to. 

Mr.  Keesling:  My  purpose  is  to  fill  out  the  pic- 
ture and  the  records  are  inadequate. 
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The  Court:  I  think  perhaps  we  might  proceed 
with  some  of  the  examination  to  see  where  we  go, 
and  you  may  make  a  motion  to  strike,  Mr.  Cox, 
after  we  proceed  if  it  doesn't  appear  to  be  some- 
v.'liat  related. 

Mr.  Keesling:  I  think  it  all  bears  on  the  ques- 
tion of  adequate  records. 

Mr.  Cox:  It  is  obviously  at  the  outset  it  is  not 
related. 

Mr.  Keesling:  Your  Honor,  Mr.  Cox  and  all 
counsel  asked  the  witness  do  the  records  as  fur- 
nished by  Mr.  Erickson  and  Mrs.  Wilcox  agree  with 
Mr.  Taylor's  f 

Mr.  Cox:  I  asked  with  respect  to  the  discrepan- 
cies he  testified  to,  and  whether  those  alleged  dis- 
crepancies had  any  relation  to  the  Govermiient's 
proof  by  which  the  Government  sought  to  esta])lish 
tax  evasion.  I  was  directing  my  attention  to  the 
alleged  discrepancies   at  Issaquah  and   Alpine. 

Mr.  Keesling:  He  put  the  broad  question  as  to 
whether  the  books  of  Mr.  Taylor  reflected  the  fig- 
ures of  Mr.  Erickson.  I  have  to  show  that  they  did 
not.  He  has  established  part  of  his  defense  in  that 
matter.  Now,  I  want  to  show  exactly  that  they  did 
not  reflect  and  the  [2013]  reason  for  not  reflecting 
is  not  important.  I  just  want  to  get  to  the  point 
they  did  not. 

Mr.  Moriarty:    I  take  it  he  is  impeaching. 

The  Court:  We  will  have  to  proceed,  and  what 
the  materiality  is,  I  don't  know.  I  will  advise  the 
jury:  in  regard  to  this  testimony,  it  may  be  stricken 
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as  we  i^roeeed,  and  bear  in  mind  that  possible  action 

as  you  listen  to  this  testimony.  Objection  overruled. 

Mr.  Keesling:  I  will  coniine  it  to  the  Issaquah 
situation. 

Q.  (By  Mr.  Keesling) :  ^Ir.  Gorans,  what  figure 
appears  as  inventory  on  the  exhibit  l^efore  you, 
Exhibit  A-5?  A.     A-51. 

Q.    A-51,  the  working  sheet. 

A.  There  is  an  amount  in  here  that  shows  a 
negative  inventory  of  five  thousand  seven  hundred 
eighty-nine  dollars  and  eighteen  cents. 

Q.     A  minus  amount,  did  you  say? 

A.     Yes. 

Q.  Now,  you  have  testified  as  to  minus  cash  in 
the  various  records.  Is  it  possible  to  have  a  minus 
inventory  % 

A.     No,  it  is  not.  It  is  a  physical  impossibility. 

Q.  In  going  through  the  various  records  of 
Issaquah  Creamerj^  as  to 

Mr.  Cox:    Have  you  concluded  with  the  item? 

Mr.  Keesling:    Yes. 

Mr.  Cox:  I  would  move  to  strike  on  the  ground 
it  has  no  relation  to  anything  on  direct. 

The  Court:  The  motion  is  granted,  and  the  ad- 
mission of  the  document  is  stricken,  and  the  Jury 
will   disregard   it. 

(Defendants'  Exhibit  No.  A-51  excluded.) 

Q.  (By  Mr.  Keesling) :  In  going  through  the 
various  records  in  this  case,  you  have  come  across 
various  slips  showing  inventory  figiires  in  the  hand- 
writing of  Mr.  Erickson,  have  you  not? 
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A.  In  some  of  Mr.  Erickson's  working  papers, 
have  been  papers  with  inventory  written  on  them, 
and  the  date  and  the  amoiuit. 

Q.  Now,  an  inventory  figure  is  an  essential  item 
in  the  computation  of  the  tax  liability,  is  it  nof? 

Mr.  Cox:    We  object  to  this  on  the  same  ground. 

Mr.  Keesling:  If  the  Court  will  sustain  it,  my 
purpose  is  clearly  this:  that  throughout  the  ques- 
tioning they  have  attempted  to  establish  that  the 
general  ledger  and  working  papers  of  Mr.  Taylor 
reflected  the  figures  as  [2015]  furnished  by  Mr. 
Erickson. 

Now,  the  entire  purpose  of  my  examination  at 
this  time  is  to  show  by  the  books  and  records  here 
and  in  evidence  and  some  were  put  in  evidence,  that 
they  do  not  refiect  the  figures  furnished  by  Mr. 
Erickson;  so,  if  the  Court  feels  that  that  is  not 
IDroper  cross-examination,  then  at  this  time,  I  would 
like  a  ruling  on  it  and  then  I  will  bring  it  in  at  a 
later  date ;  but  I  think  it  is  entirely  proper  in  view 
of  this  question  of  whether  the  records  were  ade- 
quate and  the  fact  he  has  gone  into  all  the  records 
and  further,  and  specifically,  as  I  have  stated,  as 
counsel  upon  Mr.  Taylor's  behalf  asked,  "Do  the 
records  of  Mr.  Taylor's  reflect  the  figures  as  given 
by  Mr.  Erickson  f,  and  what  they  are  trying  to 
do  with  me  now  is  to  limit  me  to  the  exact  items 
they  spoke  of. 

The  Court:  Mr.  Keesling,  the  Court's  ruling 
here  is  based  not  on  the  ground  that  what  you  say 
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you  wish  to  show  cannot  be  demonstrated  by  other 

evidence. 

Mr.  Keesling:  The  question  is  whether  now  or 
at  a  later  time,  whether  cross-examination  or  direct  ? 

The  Court:  Yes.  There  has  been  cross-examina- 
tion of  this  witness  by  counsel  for  Mr.  Taylor,  but 
those  matters  were  not  necessarily  covered  by  the 
direct  examination.  [2016] 

Mr.  Keesling:  Well,  I  feel  they  were  covered 
in  view  of  the  broad  general  questioning  they  put 
to  him:  "Do  the  records  of  Mr.  Taylor  reflect  the 
figures  covered  by  Mr.  Ericksonf . 

The  Court:  In  other  words,  it  is  your  contention 
that  they,  having  asked  the  question  on  their  ex- 
amination, regardless  of  the  character  of  the  direct 
or  G-overnment's  cross-examination,  that  the  mere 
going  into  it  on  their  part  permits  you  to  go  into 
it.  That  would  permit  on  redirect  examination  to 
again  go  into 

Mr.  Keesling:  Yv^eil,  I  have  in  mind  this  par- 
ticular question: 

The  Court :    the  matter  further. 

Mr.  Keesling :  I  understand  there  has  to  be  some 
reasonable  limitation  to  the  scope  of  cross-exam- 
ination, l)ut  I  have  in  mind  this  particular  question 
asked  by  Mr.  Cox.  He  stated  it  substantially  as 
follows : 

"Mr.  Gorans,  can  you  show  me  of  any  incident 
where  the  books  of  Mr.  Taylor  do  not  reflect  the 
figures  of  Mr.  Ericksonf 

And  Mr.  Gorans  said: 
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"Yes,  I  can  show  you." 

And  he  went  into  the  question  that  I  have  just 
talked  about,  the  accounts  receivable,  of  Mr.  Erick- 
son,  are  [2017]  not  reflected  on  the  books  of  Mr. 
Taylor;  when  he  put  that  question,  he  said: 

"Mr.  Gorans,  can  you  show  me  any  instance  *  *  *" 

And  Mr.  Gorans  showed  him  at  that  time  one 
and  I  don't  know  whether  he  showed  him  more,  but 
I  think  Mr.  Cox  opened  that  wide  open  at  that  time. 
Now,  I  want  to  show  that  there  are  instances  in 
there  in  the  record  and  they  are  in  the  evidence. 

The  Court:  Well,  when  this  testimony  was  of- 
fered originally,  and  objected  to,  it  was  directed 
tow^ards  the  keeping  of  books,  particularly  by  Mr. 
Taylor ;  is  that  correct  ? 

Mr.  Keesling :  Yes,  as  compared  with  Mr.  Erick- 
son's  figures. 

The  Court:  That  is  the  way  this  testimony  has 
come  in.  Now,  to  extend  the  testimony  to  all  phases 
of  the  books,  and  to  extend  the  testimony  to  all  pur- 
poses  

Mr.  Keesling:     (Interposing)     I  just  want 


The  Court:     (Continuing)     seems  to  me  to 

completely  open  it  up. 

Mr.  Keesling:  I  just  want  to  limit  it  to  this  par- 
ticular phase:  The  places — there  will  l^e  only  a  few, 
— or  the  question  of  where  Mr.  Taylor's  books  and 
records  [2018]  do  not  reflect  the  figures  furnished 
by  Mr.  Erickson — strictly  to  that  question. 

The  Court :  It  may  be  you  can  phrase  a  question 
on  that  line. 
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Yes,  Mr.  Moriarty? 

Mr.  Moriarty:  It  seems  to  me  that  this  is  cross- 
examination  of  a  defense  counsel  on  another  cross- 
examination  of  a  defense  counsel. 

If  Mr.  Keesling  desires  to  use  Mr.  Gorans,  he  can 
call  him  as  a  witness  at  the  proper  time,  but  this 
is  hardly  the  way  to  cross-examine  a  witness  pre- 
sented by  the  defense. 

Mr.  Griffin:  If  the  Court  please,  I  suggest  to 
you  that  the  cross-examination  of  the  Government 
of  this  witness  opened  every  phase  of  these  books. 
We  made  a  note  of  it  at  the  time  at  this  table  here, 
at  the  time  the  Government  examined.  We  are  for- 
getting the  cross-examination  by  Mr.  Cox  to  which 
I  did  not  object,  because  my  position  is  that  any 
defendant  or  the  Government  can  go  into  any  phase, 
but  I  suggest  we  are  forgetting  the  cross-examina- 
tion of  this  witness  by  the  Government  which 
opened  every  phase  of  every  book  under  his  audit. 

Mr.  Moriarty:  That  is  a  broad  statement.  He  is 
cross-examining  on  Mr.  Cox's  cross-examination. 

The  Court:  You  might  state  your  question,  if 
[2019]  you  have  another  question  to  put. 

Mr.  Keesling :    Would  you  read  the  last  question  ? 

Mr.  Griffin:  Before  he  does,  I  understand  you 
have  stricken  A-51  as  I  understood  your  Honor's 
ruling. 

The  Court:    That  is  correct. 

It  was  admitted  conditionally,  and  I  struck  it  on 
motion  of  Mr.  Cox,  and  no  further  questions  were 
put  regarding  that. 
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Mr.  Keesling:  Will  you  read  the  last  question? 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  Cox:    We  repeat  our  objection. 

The  Court:  And  the  objection  is  sustained  al- 
though I  think  maybe  on  other  questions  relating 
it  to  some  specific  matter,  Mr.  Keesling,  it  might 
be  proper,  and  that  is  what  I  suggest  you  do  now. 

Mr.  Keesling:  I  will  limit  it  to  these  particular 
items. 

Q.  (By  Mr.  Keesling) :  Showing  you  Defend- 
ants' Exhibit  A-31  in  evidence,  that  is  one  of  the 
inventory  slips  you  referred  to  that  you  had  seen 
in  the  records  of  the  various  companies'? 

Mr.  Cox:     Same  objection.  [2020] 

A.     Yes,  it  is. 

The  CoTirt :  That  was  referred  to  sometime  along 
the  line. 

Mr.  Grifihi:  The  Government  cross-examined 
on  it. 

Mr.  Cox:    A-31? 

Mr.  Griffin:    A-31. 

The  Court:    A-31.  Objection  overruled. 

Q.  (By  Mr.  Keesling)  :  Attached  to  it  are  two 
statements  which  you  previously  referred  to.  One 
is  the  balance  sheet  and  the  other  is  the  profit  and 
loss  statement  prepared  by  Mr.  Taylor;  is  that 
right  ?  A.    Yes. 

Q.  Now,  showing  you  Exhilnts  A-28,  this  is  the 
working  paper  of  Mr.  Taylor,  is  it  not,  for  the 
same  month  as  is  represented  by  the   month — as 
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represented  by  A-31  ?  That  would  be  April  of  1949  ? 

A.     I  don't  imderstand  that  question. 

Q.  Does  it  represent  the  same  period,  A-28  and 
A-31? 

A.  A-28  and  A-31  represent  the  same  period; 
they  cover  the  same  time. 

Q.  They  cover  April,  1949;  this  one  has  been 
stricken,  this  previous  month.  I  will  just  take  this. 

A.     Well,  A-31  and  A-28  cover  the  same  period. 

Q.  That  is  my  question;  is  there  a  difference 
between  the  inventory  figure  shown  on  the  slips  in 
Mr.  Erickson's  handwriting,  and  that  shown  on  the 
profit  and  loss  statement  prepared  by  Mr.  Taylor? 

A.     Yes,  there  is. 

Mr.  Cox:    Not  proper  cross-examination. 

The  Court:  It  is  my  recollection  they  were 
covered. 

Mr.  Keesling:     Yes. 

The  Court:     So  the  objection  is  overruled. 

Q.  (By  Mr.  Keesling)  :  You  say  there  is  a  dif- 
ference? A.    Yes,  there  is  a  difference. 

Q.     What  is  that  difference? 

A.  The  figure  in  the  profit  and  loss  statement 
and  the  balance  sheet  is  ten  thousand  dollars  less 
than  the  figure  appearing  on  the  paper  marked 
"inventory". 

Q.     In  Mr.  Erickson's  handwriting? 

A.     Yes. 

Q.  Does  the  balance  sheet  also  show  an  inventory 
figure  exactly  ten  thousand  dollars  less  than  the 
Erickson  slip?  A.    Yes,  it  does. 
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Q.  And  does  the  ^Yorking  paper  of  Mr.  Taylor 
show  an  [2022]  inventory  fignre  exactly  ten  thous- 
and dollars  less  than  the  inventory  fignre  shown  on 
the  slip  of  Mr.  Erickson?  A.    Yes. 

Q.  Xow,  will  you  trace  that  inventory  figure 
into  the  general  ledger  kept  by  Mr.  Taylor? 

Well,  I  can  ask  you  this: 

Have  you  traced  that  figure,  276? 

A.  Yes,  at  some  tune  or  other,  I  have  traced  it 
in,  I  think  it  is,  this  book  right  here.  No,  the  black 
one. 

(Whereupon,  document  was  handed  the  wit- 
ness.) 

The  Clerk:    271,  isn't  it? 

The  Witness:    It  is  271. 

The  Court:     271. 

A.  (Continuing)  It  does  not  appear  in  the  gen- 
eral ledger  for  1948.  The  same  figure  appears  in 
the  general  ledger  for  1949,  but  there  is  no  date 
to  indicate  when  it  might  have  been  posted  here. 

Q.  (By  Mr.  Keesling)  :  Is  the  inventory  figure 
in  the  general  ledger  of  Mr.  Taylor  exactly  ten 
thousand  dollars  less  than  the  inventory  figure  fur- 
nished on  Mr.  Erickson's  slip? 

A.     Yes,  it  is.  [2023] 

Mr.  Keesling:  At  this  time,  I  would  like  to  have 
marked  for  identification  these  two  items.  They 
could  l:>e  marked  as  one  exhibit. 

The  Clerk:  Exhibit  A-52  marked  for  identi- 
fication. 
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(Defendants'  Exhibit  No.  A-52  marked  for 
identification.) 

Q.  (By  Mr.  Keesling)  :  Showing;  you  Defend- 
ants' Exhibit  A-52  will  you  identify  that,  if  you 
can? 

A.  This  is  a  work  sheet  for  Issaquah  Creamery 
Company  for  the  month  ended  April  30,  1949,  and 
attached  to  it  is  a  sheet  of  paper  which  has  noted 
on  it  "Inventory,  April  30,  1949,"  and  there  are 
three  figures  on  the  one  side  of  the  sheet  and  several 
on  the  back  side. 

Q.  Do  you  recognize  the  inventory  figure  in  the 
handwriting  of  Mr.  Erickson?  A.     Yes. 

Q.  And  the  working  paper,  do  you  recognize 
that  as  the  handwriting  of  Mr.  Taylor? 

A.    Yes,  it  is. 

Mr.  Keesling:    We  will  offer  A-52. 

Mr.  Cox:  We  would  object  to  it  on  the  same 
grounds  we  objected  to  A-51,  that  it  was  obtained 
violating  Mr.  Taylor's  privilege  and  not  in  a  mat- 
ter gone  into  on  [2024]  direct  and  irrelevant  to  the 
defense  of  Mr.  Erickson  so  far  as  any  charge 
brought  by  the  Government  against  him  in  this  case. 

The  Court:  There  is  no  greater  connection  in 
this  case  than  the  other,  is  there,  Mr.  Keesling? 

Mr.  Keesling:  It  is  exactly  the  same  type  of 
situation  where  he  furnished  one  figure,  and  an- 
other figure  was  used,  only  in  this  case,  it  was  fifty 
thousand  and  ten  thousand.  That  difference.  Ex- 
actly the  same  situation,  and  it  refers  to  the  Govern- 
ment's   cross-examination,    or    direct    examination, 
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where  they  went  into  the  question  of  whether  the 
figures  furnished  by  Mr.  Erickson  were  reflected 
in  Mr.  Taylor's  books. 

Mr.  Moriarty:  The  Government  had  no  direct 
examination  of  this  witness.  This  is  a  defense  wit- 
ness. 

The  Court:  The  Government's  cross-examination. 

Mr.  Keesling:  The  Government's  cross;  excuse 
me. 

The  Court:  The  Court's  ruling  would  be  the 
same,  in  that  it  could  be  proper  at  the  proper  time 
with  another  witness,  but  that  it  is  not  admissible 
under  the  direct  examination  of  this  witness. 

Mr.  Keesling:  I  objected  to  their  cross-exam- 
ination. 

The  Court:    Yes.  [2025] 

Mr.  Keesling:  If  the  Court  mshes,  we  will 
hold  it. 

The  Court:  I  will  sustain  the  objection  at  this 
time.  It  has  been  identified.  There  is  no  question 
as  to  identification. 

Mr.  Cox:    No,  your  Honor. 

Mr.  Keesling:  I  have  no  further  questions,  your 
Honor. 

Redirect  Examination 

Q.  (By  Mr.  Brody)  :  Now,  Mr.  Gorans,  referring 
to  the  Alpine  Ice  Cream  Company  about  which  Mr. 
Patten  questioned  you,  was  the  Alpine  Ice  Cream 
Company  one  of  the  companies  mentioned  in  the 
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niemorandum  of  April  26,  1950,  which  you  read? 

A.     Yes,  it  was. 

Q.  And  when  you  first  met  Mr.  Forster,  May  1, 
1950,  was  there  any  discussion  concerning  the  Al- 
j)ine  Ice  Cream  Company  *? 

A.  I  think  we  discussed  all  the  companies  at 
that  time. 

Q.  And  you  then  learned  on  those  dates  that 
there  was  such  a  company  as  the  Alpine  Ice  Cream 
Company?  A.     Yes. 

Q.  I  wonder  if  you  would  just  state  very  briefly 
[2026]  then  what  the  circumstances  were  concern- 
ing the  finding  of  past  records  of  Alpine  Ice  Cream 
Company  ? 

A.  Well,  we  noted  these  checks,  and  the  bank 
statements  for  Alpine  Ice  Cream  Company  at  the 
time  we  brought  the  records  into  this  separate 
office  that  we  had  rented  when  I  was  working  with 
Mr.  Marx,  and  the  statements  covered  a  period 
prior  to  May  1,  1949,  which  date  I  knew  that  the 
Alpine  Ice  Cream  Corporation  had  come  into  ex- 
istence, and  the  thing  at  that  time,  we  didn't — we 
did  not  know  that  back  during  the  years  1944  up 
to  May  1,  1949,  that  there  had  been  a  bank  account 
in  the  name  of  Alpine  Ice  Cream  Company. 

Q.  Did  Mr.  Forster  ever  conceal  from  you  the 
existence  of  the  Alpine  Ice  Cream  Company? 

A.     No. 

Q.  I  would  like  to  ask  you  a  few  questions  about 
Plaintiff's   Exhibit   198,   which  was  the   analysis. 
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Mr.  Brody:  I  am  sorry,  Mr.  Bell.  I  refer  to  the 
analysis  of  account  198. 

Mr.   Cox:     71. 

Mr.  Brody:     Which  is  71. 

(Yv^hereupon,    Exhil^it   was    handed    to    Mr. 
Brody  by  the  Clerk.) 

The  Clerk:    238? 

Mr.  Brody:    Yes.  [2027] 

Q.  (Continuing)  Will  you  just  state  briefly  how 
Exhibit  71  was  compiled?  How  the  information  was 
obtained  to  place  on  there? 

A.  It  was  obtained  through  an  analysis  of  de- 
posit slips  and  studying  the  micro-film  records  of 
the  Washington  State  Bank  to  identify  the  checks 
that  were  noted  on  the  deposit  slips.  This  was  done 
— I  think  we  analyzed  the  deposit  slips — sometime 
the  latter  part  of  May  or  first  of  June  of  1950  and 
the  micro-film  records  Avere  not  searched  until  Au- 
gust or  September  of  1950. 

Q.  How  many  men  did  it  take  to  do  that  job, 
Mr.  Gorans? 

A.  I  think  two  or  three  men  worked  on  this, 
especially  on  the  search  of  the  micro-film  records. 

Q.     And  about  how  long  a  job  was  that? 

A.     I  think  it  took  them  at  least  a  week. 

Q.  Now,  will  you  please  examine  Exhibit  238, 
which  is  one  of  the  stipulations  which  has  been  en- 
tered into  with  the  Government,  consisting  of  a  very 
lengthy  list  of  283  items  deposited  in  Account  No. 
198? 

Nov/,  can  you  state  whether  the  information,  the 
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items — contained   in   the   stipulation,   Exhibit   238, 
are  in  fact  derived  from  Exhibit  71,  the  analysis 
of  Account  198  prepared  by  Touche,  Niven'? 

A.  Well,  there  are  probably  four  or  five  items  on 
[2028]  here  that  were  not  taken  from  the  exhibit 
71,  but  the  rest  of  them  came  from  this  analysis 
of  198. 

Q.  Now,  Mr.  Patten  asked  a  few  questions  con- 
cerning whether  or  not  you  had  made  certain  cal- 
culations of  the  amount  of  tax  due. 

Now,  are  you  prepared  to  make  tax  computa- 
tions of  tax  due  after  conference  with  representa- 
tives of  the  Government  on  the  matter  of  civil  tax 
liability?  A.    Yes. 

Q.  And  would  you  make  such  computation  prior 
to  your  conference  with  Government  representa- 
tives ? 

A.  Well,  until  you  can  agree  what  the  inventory 
figures  are,  there  isn't  much  point  in  making  a 
computation. 

Mr.  Cox:    Pardon? 

A.    (Continuing)     What  the  income  figures  are. 

Q.  (By  Mr.  Erody) :  And  has  a  portion  of  the 
work  that  you  have  done  for  the  Hans  Forster 
enterprises,  has  that  been  directed  toward  the  pur- 
pose of  sitting  down  with  the  Government  and  de- 
termining what  the  civil  tax  liability  is? 

Mr.  Moriarty:  Objected  to  as  not  proper  redirect. 

Mr.  Brody:  Mr.  Patten  asked  directly,  your 
[2029]  Honor. 

The  Court:    Objection  overruled. 
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A.  That  was  the  understanding  of  what  we 
were  doing  the  work  for,  so  that  we  could  determine 
what  the  civil  liability  was. 

Q.  (By  Mr.  Brody)  :  And  why  haven't  you  sat 
down  Avith  the  Government  and  determined  that 
civil  liability  yet? 

Mr.  Moriarty:  Same  objection,  if  the  Court 
please. 

The  Court :  Well,  I  believe  the  matter  was  raised 
w^hen  the  witness  w^as  questioned  as  to  whether  he 
had  made  a  computation,  and  the  objection  is  over- 
ruled. 

A.  Basically,  because  the  Govermnent  refuses 
to  discuss  the  civil  liability  until  the  trial  with  re- 
spect to  the  criminal  action  is  concluded. 

Q.  (By  Mr.  Brody)  :  Now,  I  just  want  to  go 
over  very  briefly,  Mr.  Gorans,  a  few  of  the  specific 
ti'ansactions  concerning  which  you  were  examined 
on  your  direct,  then  on  your  cross-examination. 

On  the  summary  sheets  provided  by  Mrs.  Wilcox, 
to  Mr.  Taylor,  were  there  certain  columns  marked 
"paid  in"  and  "paid  out"?  A.     Yes.   [2030] 

Q.  Now,  will  you  state,  from  your  examination 
of  the  summary  records  and  of  Mr.  Taylor's  ledger, 
whether  Mr.  Taylor  made  use  of  the  columns 
marked  "paid  in"  and  "paid  out",  or  information 
contained  in  those  columns  when  he  made  entries 
m  his  general  ledger? 

A.     There  is  no  indication 

Mr.  Moriarty:  (Interposing)  Just  a  moment. 
Not  proper  redirect. 
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Mr.  Brody:  Well,  Mr.  Patten  asked  about  "paid 
in"  and  "paid  out"  and  handed  them  up  to  the  Jury. 

Mr.  Moriarty:  It  is  hearsay  what  Mr.  Taylor 
did  or  did  not  do. 

Mr.  Brody:  The  question  is  whether,  from  an 
examination  of  the  books. 

Mr.  Moriarty:  Mr.  Taylor  might  not  have  been 
making  the  entries;  it  may  have  been  someone  in 
his  employ,  if  he  answers  the  question  truthfully. 

Mr.  Brody:  I  think  I  can  rephrase  it  to  meet 
that  objection. 

Q.  (By  Mr.  Brody)  :  From  your  examination  of 
Mr.  Taylor's  ledger, 

Mr.  Moriarty:  (Interposing)  I  object  to  the 
form  of  that  question  because  they  are  not  Mr. 
Taylor's  ledger. 

Mr.  Brody:  I  think  there  is  no  question  in  the 
[2031]  testimony  so  far,  your  Honor,  as  to  who 
kept  the  ledgers. 

Q.  (By  Mr.  Brody)  :  From  your  examination  of 
the  ledger  of  Alpine  Dairy,  can  you  state  whether 
or  not  the  figures  contained  in  the  "paid  in"  and 
"paid  out"  column  of  Mrs.  Wilcox's  reports  were 
used  to  make  entries  in  the  ledger? 

A.  There  is  no  indication  in  the  general  ledger 
that  they  were  ever  used. 

Q.  Now,  would  there  be  a  connection  between 
the  failure  to  use  those  figures  and  the  negative  cash 
on  hand  which  appears  in  the  Alpine  Dairy  ledger? 

A.     Yes,  it  would. 

Q.    And  would  there  be  a  connection  between  the 
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failure  to  utilize  that  "iDaid  in"  and  "paid  out" 
information  and  the  di:fference  between  the  figure 
for  cash  on  hand  as  shown  in  the  Alpine  Dairy 
ledger  and  the  amount  you  actually  determine  to 
bv^  the  cash  on  hand? 

Mr.  Moriarty:  Objected  to  as  immaterial  and 
irrelevant. 

Mr.  Brody:  Whether  or  not  there  was  such  a 
connection  ? 

The   Court:     Objection  overruled. 

The  Witness:  Could  I  have  that  question  read 
[2032]  back? 

The  Court:    Mr.  Brodj^,  do  you  want  it  re-read? 

Mr.  Brody:    I  will  restate  it. 

Q.  (By  Mr.  Brody) :  Can  you  state  whether  or 
not  there  is  a  connection  between  the  failure  to  util- 
ize information  contained  in  the  "paid  in"  and 
"paid  out"  column  of  Mrs.  Wilcox's  report,  and 
the  difference  which  you  determine  to  exist  between 
cash  on  hand  as  shown  in  the  Alpine  Dairy  ledger, 
December  31,  1949,  and  the  amount  you  determine 
to  be  actually  the  cash  on  hand? 

A.  I  think  it  would  very  definitely  lia^"e  a  bear- 
i'ug  on  that. 

The  Court:  This  is  an  opinion  you  were  asking 
for? 

Mr.  Brody:    That  is  correct,  your  Honor. 

Q.  (By  Mr.  Brody) :  Now,  will  you  state,  in 
your  opinion,  what  that  connection  is,  in  the  sim- 
plest possible  terms? 

A.     Into  this  "paid  in"  item  we  have  been  talk- 
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ing  about,  miscellaneous  items  of  income,  refunds, 
and  various  items  of  that  nature  were  included. 
There  were  items  that  were  not  received  in  the  or- 
dinary course  of  business,  and  from  that,  there  are 
items  that  deducted  such  as  "petty  cash"  disburse- 
ments, where  they  paid  for  [2033]  freight  at  Alpine 
Dairy,  and  the  net  effect  of  those  two  items,  the 
amounts  paid  in  exceeded  the  amounts  paid  out,  and 
the  amounts  paid  in  that  exceeded  the  amount  paid 
out  were  deposited  in  the  bank  account,  and  in  mak- 
ing entries  in  the  general  ledger  when  the  amount 
recorded  as  cash  received  as  less  than  the  amount 
dex^osited  in  the  bank  account  and  when  the  entry 
was  made  transferring  cash  from  cash  received  to 
the  bank  account,  the  transfer  to  the  bank  account 
exceeded  the  actual  amount  placed  into  the  cash  ac- 
cou^nt  as  having  been  received,  and  over  a  period  of 
time,  that  vrould  cause  tliis  difference  to  show  up  in 
casli  on  hand. 

Q.  Now,  Mr.  Cox  questioned  you  concerning  the 
smn  of  $359,943.74,  referred  to  by  Mrs.  Wilcox  in 
her  trial  balance  of  accounts  receivable.  Exhibit 
A-37,  and  the  entry  of  $349,588.76,  contained  in  Ex- 
hibit 272,  the  Alpine  Dairy  general  ledger  for  De- 
cember 31,   1949. 

Now,  taking  into  account  the  questions  ])y,  put 
on  Mr.  Cox's  cross-examination,  are  you  able  now 
in  any  way  to  account  for  the  difference  of  the  ap- 
proximately ten  thousand  dollars  which  exists  be- 
tween Mrs.  Wilcox's  report  and  the  general  ledger 
of  Alpine  Dairy  in  that  same  time? 
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A.     No,  it  is  not  satisfactorily  accounted  for. 

Q.  Xow,  concerning  the  figures  for  wholesale 
sales  [2034]  contained  in  Mrs.  Wilcox's  figures  and 
Alpine  Dairy  general  ledger  for  December  31,  1949, 
about  which  Mr.  Cox  questioned  you  extensively 
following  his  cross-examination,  are  you  able  now 
in  any  way  to  account  for  the  difference  of  seven 
thousand  dollars  which  exists  between  Mrs.  Wilcox's 
sunmiary,  Exhibit  A-36  and  the  figures  contained  in 
Mr.  Taylor's  ledger,  Exhibit  A-72'? 

A.  Well,  there  is  no  explanation  as  to  why  the 
figures — why  the  figures  differ. 

Q.  And  did  any  of  the  factors  on  the  work  papers 
that  Mr.  Cox,  as  I  recall,  pointed  out  serve  to  explain 
to  you  Vv'liy  that  difference  existed  ?  A.     No. 

Q.  Now,  concerning  the  figures  for  collections 
on  accounts  receivable  for  Alpine  Dairy  for  De- 
cember 31,  1949,  was  there  anything  in  what  Mr. 
Cox  pointed  out  on  his  cross-examination,  or  any- 
thing in  his  questions,  which  explained  to  you  or 
showed  any  adjustment  to  you,  or  gave  a  reason 
why  the  figures  contained  in  the  ledger,  Exhibit 
272,  should  be  twelve  thousand  dollars  greater  for 
collections  on  accounts  receivable  than  on  the  fig- 
ures contained  in  Mrs.  Wilcox's  report? 

Mr.  Moriarty:  Objected  to  as  argumentative,  and 
not  proper  cross-examination.  [2035] 

Mr.  Brody:  It  goes  to  the  examination  ^Iv.  Cox 
made,  and  asks  for  the  reason  for  the  difference. 

Mr.  Cox:  I  asked  the  witness  what  he  knew 
about  the  figures. 
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The  Court:    Well,  I  will  overrule  the  objection. 

If  the  witness — he  is  an  expert  witness — if  he  can 
answer  the  question,  and  throw  further  light  on  it, 
he  may. 

A.  I  have  found  no  reason  why  that  difference 
shows  up  there. 

Q.  (By  Mr.  Brod}^  '  ^nd  following  Mr.  Cox's  cross 
examination  on  the  questions  contained  in  the 

Mr.  Keesling:  (Interposing)  I  can't  hear  you, 
counsel. 

Q.  (By  Mr.  Brody) :  Following  Mr.  Cox's  ques- 
tions put  to  you,  are  you  now  able  to  explain  why 
on  December  31,  1949,  at  the  Alpine  Dairy,  the 
ledger  entry  in  Exhibit  272  for  cash  receipts  should 
liave  been  five  thousand  dollars  greater  than  the  sum 
recorded  in  Mrs.  Wilcox's  report?  A.     No. 

Q.     Now,  turning  to  Alpine  Dairy  on  the  date, 

December  31,  1947 [2036] 

(Whereupon,  Mr.  Griffin  conferred  with  Mr. 
Brody.) 

Mr.  Brody:  Oh,  does  your  Honor  wish  a  mid- 
morning  recess? 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  take  the  mid-morning  recess,  and 
the  Court  calls  your  attention  to  the  admonition 
given  on  similar  previous  occasions,  and  asks  that 
you  heed  it  on  this  occasion. 

(Whereupon,  the  jury  retired  from  the  court- 
room.) 

(Whereupon,  at  11:04  o'clock  a.m.,  a  recess 
was  had  in  the  within-entitled  and  numbered 
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cause  until  11:16  o'clock  a.m.  March  24,  1954, 
at  which  time,  counsel  and  defendants  hereto- 
fore noted  being  present,  the  following  proceed- 
ings were  had,  to-wit:) 

The  Court:    You  may  call  the  jury. 

(Whereupon,  the  jury  was  returned  to  the 
courtroom.) 

The  Court:   You  may  be  seated. 

It  is  stipulated  that  the  jury  and  all  defendants 
are  present  in  the  courtroom? 

Mr.  Griifin:     Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

Mr.  Brody:    Yes,  your  Honor. 

The  Court:  You  may  proceed,  Mr.  Brody.  [2037] 

Q.  (By  Mr.  Brody)  :  Mr.  Gorans,  we  were  at 
Alpine  Dairy  on  December  31,  1947,  and  Mr.  Cox 
questioned  you  concerning  certain  figures  for  cash 
receipts  and  wholesale  sales. 

In  your  examination  of  the  books  and  records 

Mr.  Keesling:  (Interposing)  Can  you  speak  a 
little  louder,  please'? 

Q.  (By  Mr.  Brody  continuing) :  In  your  ex- 
amination of  the  books  and  record  of  Alpine  Dairy, 
Mr.  Gorans,  were  you  able  to  find  any  accounting 
adjustments  which  would  account  for  the  fact  that 
Mr.  Taylor's  journal  and  ledger  for  Alpine  Dairy 
showed  $14,000  more  for  cash  receipts  on  December 
31.  ir)47,  than  Mrs.  Wilcox's  report?  A.    No. 

Q.  And  in  your  examination  of  these  books  and 
records  of  Alpine  Dairy,  were  you  able  to  fi^id  nii}' 
accounting  adjustment  of  any  kind  that  wc^ild  (>x- 
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plain  why  Mr.  Taylor's  journal  and  ledger  for  that 
date  showed  fourteen  thousand  dollars  more  whole- 
sale sales  than  Mrs.  Wilcox's  report?  A.     No. 

Q.  And,  following  Mr.  Cox's  examination,  did 
you  have  any  explanation  for  the  difference  be- 
tween Mrs.  Wilcox's  reports  and  Mr.  Taylor's  jour- 
nal and  ledger?  A.     No.  [2038] 

Q.  And,  from  your  examination  of  the  books 
and  records  of  Alpine  Dairy,  were  you  able  to  dis- 
cover any  kind  of  an  accounting  adjustment  that 
would  explain  why  the  combined  sales  figure  shown 
on  the  tax  return  of  Alpine  Dairy  for  the  year  1947 
is  thirteen  thousand  dollars  greater  than  the  com- 
bined sales  contained  in  Mr.  Taylor's  ledger? 

A.     No. 

Q.  And  was  there  anything  in  Mr.  Cox's  cross- 
examination  which  would  point  out  or  illustrate  to 
you A.     (Interposing)     No. 

Mr.  Cox:  I  object  to  the  form  of  the  question 
that  there  should  be  something  in  my  question  to 
elucidate  this.  I  was  looking  for  information. 

Q.  (By  Mr.  Brody) :  Following  Mr.  Cox's  ex- 
amination are  you  able  to  explain  the  thirteen  thous- 
and dollar  difference  between  Mr.  Taylor's  general 
ledger  and  the  tax  return  of  Alpine  Dairy  for  the 
year  1947?  A.     No. 

Q.  Now,  moving  up  to  Finstad  and  Utgard,  in 
your  examination  of  the  books  and  records  and  your 
audit  of  Finstad  and  Utgard,  did  you  find  any  kind 
of  an  accounting  adjustment  of  any  kind  which 
would  explain  why,  in  the  year,  for  the  year  end, 
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1946,  the  tax  return  in  Mr.  Taylor's  ledger  carries 
an  inventory  figure   ten  thousand   dollars   greater 
than  that  set  forth  in  Mrs.  Simonson's  rei)ort? 

A.  The  general  ledger  has  a  figure  ten  thousand 
dollars  less  than  what  is  in  Mrs.  Simonson's  report. 

Q.  I  am  corrected.  Were  you  able  to  find  any 
accounting  adjustment  which  would  explain  why 
Mr.  Taylor's  ledger  was  ten  thousand  dollars  less 
than  Mrs.  Simonson's  report  as  to  inventory? 

A.     No. 

Q.  And,  in  the  year  1948,  at  Finstad  and  Ut- 
gard,  did  your  audit  and  review  of  the  books  and 
records  of  Finstad  and  Utgard  reveal  any  accoimt- 
ing  adjustment  of  any  kind  which  would  explain 
wdiy  the  inventory  figure  contained  in  the  tax  return 
for  1948,  the  inventory  figure  contained  in  Mr. 
Taylor's  ledger,  are  four  thousand  dollars  less  than 
the  amount  of  inventory  contained  in  Mrs.  Simon- 
son's report?  A.     No. 

Q.  How  frequently  in  your  work,  Mr.  Gorans, 
do  you  have  occasion  to  make  such  adjustments? 

A.     Adjustments  between 

Q.  Adjustments  on  a  general  ledger  covering 
subsidiary  documents  and  books  and  records? 

A.  Oh,  it  is  a  very  common  thing  to  do,  to  make 
adjustments  to  the  general  ledger. 

Q.  x\nd  in  your  experience  as  an  accountant,  would 
it  be  usual  or  unusual  to  discover  such  accounting 
adjustments  in  flat  sums  like  ten  thousand  or  four- 
teen thousand  or  twenty-seven  thousand  dollars? 
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A.  No.  Normally,  they  are  going  to  be  in  odd 
amounts. 

Q.  Can  you  explain,  very  briefly,  why  they 
would  be  in  odd  amounts'? 

A.  Well,  many  of  your  adjustments  result  from 
improi^erly  picking  \\\)  a  figure  some  place,  or  it 
can  result  from  reconciliation,  and  as  a  general 
rule,  the  difference  is  going  to  be  in  odd  amounts. 
It  very  seldom  will  be  in  even  thousands  of  dollars, 
or  even  hundreds  of  dollars. 

Q.  Now,  Mr.  Gorans,  Mr.  Patten  questioned  you 
at  some  length  about  whether  or  not  the  Hans 
Forster  enterprises  had  an  adequate  set  of  books. 

Now,  will  you  state,  whether  or  not,  in  your  opin- 
ion, there  was  such  an  adequate  set  of  books  for 
these  businesses? 

A.     I  don't  believe  there  was. 

Q.  Now,  what  books,  or  w^hat  records, — what 
types  of  records  in  your  opinion  were  necessary 
to  properly  [2041]  record  the  transactions  that  were 
taking  place  ? 

Mr.  Moriarty:  Objected  to  as  not  proper  redirect 
examination. 

The  Court:    Objection  sustained. 

Mr.  Brody:  It  seems  to  me,  your  Honor,  that 
Mr.  Patten's  question  went  directly  as  to  whether 
or  not  the  then-existing  books  and  records  were  ade- 
quate which  would  bring  directly  before  the  Court 
the  question  of  what  was  an  adequate  set  of  books 
and  records.  He  asked  for  Mr.  Gorans'  opinion,  and 
I  wanted  to  develop  with  this  one  question — I  don't 
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intend  to  pursue  this  any  further — as  to  what  was 

needed  for  an  adequate  set. 

The  Court :  He  answered  he  does  not  believe  they 
were  adequate  and  did  not  believe  they  were,  Mr. 
Brody. 

Mr.  Brody:    That  is  correct. 

The  Court:    Your  question  goes  as  to  that  time? 

Mr.  Brody:    Yes. 

The  Court:  In  what  respect  were  they  inade- 
quate at  that  time? 

Q.  (By  Mr.  BrodjO  '•  Yv^ell,  what  books  and  rec- 
ords during  the  years  1945  through  1949  would  be 
needed? 

Mr.  Moriarty:  This  is  a  new  set  of  books  he  is 
[2042]  inquiring  about? 

Mr.  Brody:  Yes,  a  set  of  books  not  then  in  ex- 
istence. 

Mr.  Moriarty:  I  don't  think  that  is  material  or 
proper  cross-examination. 

The  Court:    I  think  as  phrased  it  is  not  proper. 

Perhaps  you  might  cover  it  instead  of  having  him 
set  them  forth 

Q.  (By  Mr.  Brody  interposing) :  Can  you  state 
in  what  respect,  Mr.  Gorans,  the  books  and  records 
during  the  years  1945  through  1949  were  inade- 
quate ? 

A.  Well,  in  the  first  j)lace,  there  was  no  general 
journal  to  explain  some  of  these  adjustments  that 
were  made,  and  to  record  these  adjustments.  There 
is  not  a  sufficient  breakdown  of  the — particularly 
these   "paid   in"   and   ''paid   out"   items   of   Alpine 
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Dairy,   so  that  they  could  have  been  recorded  as 

income  or  as  expense  in  the  general  ledger. 

Some  of  the  general  ledger  accounts  contained 
several  groupings  of  items  that  should  have  been 
separated  out,  so  that  control  could  have  been  main- 
tained over,  for  instance,  notes  receivable,  and  con- 
tracts receivable,  and  accounts  receivable,  rather 
than  consolidating  [2043]  them  all  together. 

It  makes  it — in  so  doing,  it  is  easier  to  isolate  the 
area  in  which  errors  exist,  and  easier  to  keep  con- 
trol of  the  detailed  amount  in  support  of  the  figure 
appearing  in  the  general  ledger. 

Q.     Is  tliat  a  full  answer,  Mr.  Gorans? 

A.  AYell,  there  are  other  items,  but  I  don't  think 
of  them  at  the  moment. 

Q.     Well,  I  will  go  on 

The  Court:  (Interposing)  Do  you  wush  to  re- 
fresh his  recollection  on  other  matters  you  have  in 
mind?  You  may  do  so. 

Mr.  Brody:     No,  your  Honor,  I  will  proceed. 

Q.  (By  Mr.  Brody  continuing)  :  I  will  ask  you, 
Mr.  Gorans,  whether  or  not  the  correct  reporting 
and  recording  of  information  in  sul^sidiary  books  of 
account,  whether  or  not  such  correct  reporting  will 
ultimately  lead  to  correct  tax  returns  if  the  amounts 
contained  in  the  subsidiary  records  are  not  accur- 
ately transferred  to  the  general  ledger? 

The  Witness:    May  I  have  that  question  read? 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.)  [2044] 
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A.  Well,  unless  the  figiu^es  are  accurately  trans- 
ferred to  the  general  ledger,  and  then  the  amounts 
taken  from  the  general  ledger  and  properly  re- 
corded on  the  tax  return,  you  cannot  get  a  proper 
tax  return. 

Q.  (By  Mr.  Brody)  :  Now,  so  far  as  you  know, 
Mr.  Gorans,  was  the  information  contained  in  the 
subsidiary  records  from  which  you  testified  on  your 
direct  examination — was  that  information  correct? 

A.  Well,  limited  to  the  items  that  I  covered,  we 
could  find  no  reason  why  they  were  not  correct. 

Now,  some  of  those  items  we  didn't  go  back  into 
the  detail  in  back  of  them,  because  it  is  impossible 
to  do  so  at  this  time. 

Q.  But,  did  you  find  any  incorrectness,  or  did 
you  find  any  inaccuracy  or  any  error  in  the  record- 
ing of  the  subsidiary  records  concerning  which  you 
testified  on  your  direct  examination?  A.     No. 

Q.  And  then  the  differences,  if  any,  were  they 
differences  between  the  subsidiary  records  and  the 
general  ledger  and/or  the  tax  return? 

Mr.  Moriarty:  This  is  hardly  proper  redirect. 
Argumentative. 

Mr.  Brody:  Well,  the  correctness  was  ques- 
tioned [2045]  by  Mr.  Cox. 

Mr.  Moriarty:  What  he  could  account  for  on 
the  books. 

Mr.  Brody:  The  point  I  wish  to  raise  here:  The 
figures  Mr.  Gorans  obtained  in  certain  subsidiary 
records.  Now,  Mr.  Cox  brought  u])  the  question  of 
the  possibility  of  error  resulting  from  error  in  com- 
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piling  the  subsidiary  records,  and  I  simply  want  to 
ask  Mr.  Gorans  whether  from  his  review  of  these 
books  and  records  to  which  he  testified  on  his  direct 
examination,  the  differences  or  errors  arose  from  the 
reporting  in  the  subsidiary  information  or  from 
differences  between  the  subsidiary  information  and 
the  ledger  and  the  tax  returns. 

Mr.  Moriarty:  Well,  what  Mr.  Brody  wishes  to 
have  him  do  is  to  state  twice. 

Mr.  Brody:  He  did  not  state  that  picture.  I  did 
not  ask  him  the  question  on  direct. 

Mr.  Moriarty:  Not  in  that  form,  but  you  asked 
around  it  about  ten  times. 

The  Court:  You  are  asking  the  same  question 
he  just  answered  before  only  as  to  the 

Mr.  Brody:  (Interposing)  Ledger  and  tax  re- 
turns; that  is  right,  as  to  whether  or  not  error,  if 
any,  occurred. 

The  Court:  The  Court  will  overrule  the  objec- 
tion. [2046] 

Mr.  Brody:  Let  me  see  if  I  can  simplify  and 
re])hrase  the  question,  your  Honor. 

The  Court:  There  may  be  an  objection  to  the 
new  phraseology,  Mr.  Brody. 

Mr.  Brody:  I  accept  your  Llonor's  suggestion. 
Will  the  reporter  please  read  the  question? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     That  is  correct. 

Q.     (By   Mr.   Brody) :     Now,   there   were   some 
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questions  from  Mr.  Cox  about  a  limited  engagement 

by  an  accountant. 

I  wish  to  ask  you  what,  under  any  circumstances, 
the  minimum  responsibility  is  of  a  person  who 
keeps  a  general  ledger,  and  makes  out  Federal  In- 
come Tax  returns? 

Mr.  Cox:  I  will  object  to  the  form  of  the  ques- 
tion, "Is  it  a  responsibility  under  lawf 

Mr.  Brody:    I  am  asking  the  expert's  opinion. 

Mr.  Cox :  What  the  legal  requirements  are  of  the 
men  who  keep  the  general  ledger? 

The  Court:  Are  you  asking  as  to  his  practice  or 
accepted  practice  ? 

Mr.  Brody:  I  am  asking  his  opinion,  and  this 
would  go  to  the  accepted  practice  of  accountants. 

Mr.  Moriarty:     Certified  accountants? 

Mr.  Brody:  Well,  the  question  would  go  to  any, 
licensed  or  certified,  any  licensed  accoimtant  under 
the  law,  may  do  this  work. 

The  Court:  First,  you  would  have  to  determine 
whether  there  is  such  a  recognized  minimum  re- 
sponsibility ? 

Mr.  Brody:    Yes. 

Q.  (By  Mr.  Brody  continuing)  :  Mr.  Gorans,  is 
there  recognized  in  the  field  of  accountants  a  mini- 
mum standard  of  responsibility  for  a  person  who 
keeps  a  general  ledger  and  makes  out  a  Federal  In- 
come Tax  return? 

A.  There  are  many  regulations  concerning  peo- 
ple who  are  authorized  to  practice  before  the  Treas- 
ury Department,   having  a   Treasury   card,   hut   I 
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don't  know — and  the  American  Institute  of  Ac- 
countants and  the  Washington  Society  of  Certified 
Public  Accountants  has  a  Code  of  Ethics  which 
restricts  persons  in  certain  areas,  but  I  don't  know 
whether  licensed  public  accountants  have  any  re- 
sponsibilities. 

Q.  And,  can  you  state,  in  the  field  of  accounting 
in  general  whether  there  is  any  standard  of  respon- 
sibility ? 

Mr.  Moriarty:    Objected  to  as  improper  redirect. 

Mr.  Cox:  He  cannot  tie  it  down  to  what  Mr. 
Taylor 

The  Court:  (Interposing)  I  gather  he  didn't 
Imow  of  any  standard  for  licensed  public  account- 
ants.  Is  that  correct? 

The  Witness:    I  don't  know. 

Mr.  Cox:    He  can't  answer  the  question. 

Mr.  Brody:    May  I  simply  inquire: 

Q.  (By  Mr.  Brody) :  Do  you  mean  of  any  leg- 
islative standard,  or  a  rule  promulgated  by  an  ac- 
counting society,  or  do  you  refer  to  lack  of  infor- 
mation as  to  such  things'? 

A.  Well,  so  far  as  I  know,  there  is  no  formal 
legislation  relative  to  licensed  public  accountants, 
and  the  only  thing  is,  there  is  a  responsibility  that 
anyone  has  as  an  employer — employee  relationship 
to 

Mr.  Moriarty:  (Interposing)  I  submit  we  are 
getting  quite  far  afield. 

Mr.  Brody:    We  are  exploring  the  qualifications. 
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Mr.  Moriarty:  We  are  doing  quite  a  bit  of  ex- 
ploring, but  I  don't  think  it  is  pertinent. 

Q.  (By  Mr.  Brody)  :  Is  there  a  degree  of  re- 
sponsibility as  between  employer  and  accountant 
which  is  recognized  in  the  accounting  x^rof ession  ? 

Mr.  Moriarty:    It  is  improper. 

The  Court :  I  think  the  question  you  started  was 
the  minimum  responsibility  of  an  accountant. 

Mr.  Brody:    That  is  correct. 

The  Court:  I  will  have  to  sustain  the  objection 
to  the  question. 

Mr.  Brody:  I  simply  w^ant  to  inquire  as  to 
whether  the  witness  is  aware  of  such  a  standard  as 
between  an  accountant  and  his  client. 

Mr.  Moriarty:    Hardly  proper  redirect. 

Mr.  Brody:  It  goes  directly  to  Mr.  Cox's  exami- 
nation. If  the  witness  does  know  of  such  a  stand- 
ard, then  it  seems  to  me  it  would  be  admissible. 

The  Court:    I  will  sustain  the  objection. 

If  there  is  a  minimum  standard  accepted  in  the 
trade,  that  might  probably  be  a — and  he  is  familiar 
with  it,  he  may  state;  but  he  indicated  he  doesn't 
know,  and  I  believe  that  ends  it  at  this  point. 

That  is  correct,  is  it  not? 

The  Witness:    Well,  only 

The  Court:  (Interposing)  Is  that  a  statement 
of  your  conchision? 

Mr.  Brody:     "NTo  fnrtlier  qTiestions. 

The  Court:    Is  that  all? 

Mr.  Cox:    Mr.  Patten  has  som(^  more.  [2050] 

The  Court:    Bo  vou  liave  some  recross? 
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Recross  Examination 

Q.  (By  Mr.  Patten) :  Under  examination  by 
Mr.  Brody  and  by  Mr.  Cox,  you  testified  concerning 
a  num])er  of  instances  Avhere  the  general  ledger  kept 
by  Mr.  Taylor  and  Mr.  Taylor's  work  sheets  dif- 
fered from  the  subsidiary  records  by  even  amounts  ? 

A.     That  is  correct. 

Q.  I  believe  you  termed  those  "adjustments" 
for  which  you  could  find  no  explanation? 

A.     That  is  correct. 

Q.  Can  you  tell  us  when  was  the  first  of  the 
so-called  unexplained  adjustments  which  you  dis- 
covered in  the  course  of  your  investigation?  Do 
you  recall  the  date  of  the  first  such  adjustment? 

A.  Well,  I  think  about  the  first  time  I  looked 
at  the  general  ledger  and  tried  to  find  out  where 
some  of  the  figures  came  from. 

Q.     I  mean,  what  year  ?  What  year  in  the  books  ? 

The  Court:  Are  you  referring  to  a  period  cov- 
ered in  the  Indictment? 

Mr.  Patten:  No;  he  testified  he  went  back  as 
far  as  1932.  [2051] 

Q.     (By  Mr.  Patten):    I  believe,  sir? 

A.     In  certain  areas. 

Q.  In  certain  areas ;  just  generally,  what  was  the 
first  one  of  the — in  what  year  did  the  first  such  ad- 
justment occur,  sir? 

Mr.  Cox:  We  object  to  that  as  being  outside  the 
Indictment  period. 

Q.  (By  Mr.  Patten  continuing)  :  If  you  know, 
sir. 
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A.  Well,  I  don't  remember  just  offhand,  where 
the  first  one  was,  where  the  first  adjustment  ap- 
peared, that  was  unexplained. 

Q.     You  don't  recall  the  first  one? 

A.     I  don't  recall. 

Q.  You  stated  that  it  was  a  common  practice 
for  company  checks  to  be  issued  to  pay  the  pei'sonal 
expenses  of  the  owner,  employes,  and  officers,  of 
the  business?  A.     That  is  right. 

Q.  Now,  were  all  the  checks  which  liave  been 
introduced  in  evidence  here  issued  out  of  the  regu- 
lar company  check  books'? 

A.     There  are  some  that  I  don't  believe  are. 

Q.  They  were  regular  counter  checks,  were  they 
not?  [2052] 

A.  Well,  they  are  not — they  were — I  guess  you 
would  call  them  counter  checks.  They  are  not  num- 
bered, or  they  do  not  have  the  name  of  the  person 
printed  on  them.   They  are  just 

Q.  (Interposing)  With  the  name  ^'Alpine" 
stamped  on  them?  A.     That  is  right. 

Q.  Witli  a  rubber  stamp.  Now,  I  believe  you 
liave  testified  that  it  is  not  a  common  practice  for 
such  checks  to  be  charged  to  items  of  lousiness  ex- 
pense. 

Mr.  Griffin:  Wait  a  minute.  The  last  preceding 
question  was  vrith  regard  to  counter  checks. 

Mr.  Patten:    For  both  types  checks. 

Q.  (By  Mr.  Patten  continuing) :  For  checks 
issued  to  pay  porsnnal   ('X]^enses  of  an   officer  and 
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employee,   it   is  not   a  common  practice  for  them 

to  be  claimed  as  expenses  of  the  business,  is  it? 

A.     That  is  correct. 

Q.  Now,  in  your  examination  of — such  checks 
are  usually  charged  to  dra^Ying,  or  salary,  or  loans, 
or  some  type  of  receivable,  are  they  not? 

A.     That  is  right. 

Q.  Now,  in  the  books  of  the  Issaquah  Creamery 
Company  and  xllpine  Dairy,  such  as  Exhil^it  264, 
will  you  [2053]  explain  what  controls  the  account 
to  which  a  particular  check  is  charged  I 

Mr.  Griffin:    Objected  to  as  not  recross. 

The  Court:    Is  this  a  ledger? 

The  Witness:    Cash  disbursements. 

The  Court:    Cash  disbursements? 

The  Witness:    It  is  Exhibit  264. 

The  Court:    Of  what? 

The  Witness:  This  happens  to  be  Issaquah 
Creamery  Company  for  1948  that  he  has  it  opened 
to. 

Mr.  Patten:     1948. 

The  Court:  It  is  difficult  to  see;  if  it  relates  to 
one  of  these  personal  expense  items,  it  might  be 
proper. 

Mr.  Griffin:  We  didn't  examine  on  it.  We  cut 
off  the  examination.  Mr.  Keesling  was  cut  off  from 
examination.  It  was  wide  open  then,  and  I  think 
it  was,  but  he  was  cut  off,  and  as  he  is  bound,  I 
think  the  Government  is. 

The  Court:    What  matter  are  you  covering? 
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Mr.  Patten:  Mr.  Keesling's  cross.  I  am  covering 
Mr.  Keesling's  cross  at  this  point. 

The  Court:    In  what  respect? 

Mr.  Patten :  Mr.  Keesling  was  testifying  at  some 
length  that  there  was  only  one  place  in  that  book 
where  an  [2054]  expense  check  could  be  charged. 

The  Court:  The  Court  will  sustain  an  objection. 
xire  you  o]}jecting,  Mr.  Keesling? 

Mr.  Keesling:    Yes,  I  object. 

Q.  (By  Mr.  Patten) :  You  testified  under  ob- 
jection by  Mr.  Brody  that  in  your  opinion  Mr. 
Forster  did  not  conceal  the  existence  of  the  Daisy 
or  the  Alpine  Ice  Cream  Company  from  you,  is 
that  correct?  A.     That  is  correct. 

Q.  You  testified  in  your  examination  from — 
— by  Mr.  Keesling — that  Mr.  Erickson  furnished 
you  a  substantial  amount  of  information  regarding 
certain  adjustments  to  the  books 

A.     (Interposing)  He 

Q.     (Continuing)     — mentioning,  I  believe 


A.  (InterjDosing)  He  furnished  these  items  on 
accounts  payable  of  Issaquah  Creameiy  Company. 

Q.  Did  you  discuss  the  books  and  records  of  the 
Alpine  Dairy  Company  or  the  Issaquah  Cream- 
ery Company  with  Mr.  Forster? 

What  records  they  had,  and  what  records  they 
kept  ? 

A.  I  don't  recall  ever  discussing  that  with  Mr. 
Forster.  [2055] 

O.  You  did  make  inquiry  then  as  to  what  rec- 
ords these  companies  had? 
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A.     That  is  correct. 

Q.  And  from  whom — and  to  whom  did  you  di- 
rect your  inquiry  f 

A.  We  talked  to  Mr.  Erickson  about  the  records 
at  Issaquah;  we  talked  to  Mrs.  Wilcox  about  the 
records  at  Alpine  Dairy;  and  to  the  various  people 
at  each  one  of  these  places  as  to  the  records  they 
had  and  kept. 

Q.  Did  Mr.  Erickson  furnish  you,  the  first 
time  you  asked  him,  all  the  information  you  re- 
quested, concerning  the  Daisy  Ice  Cream  Company 
or  the  Alpine  Ice  Cream  Company? 

Mr.  Keesling:  If  the  Court  please,  will  he  state 
at  the  time  he  requested,  the  time  he  requested? 

A.  The  first  time  we  ever  asked  anything  about 
Alpine  Ice  Cream,  we  were  given  the  general  ledger 
and  cash  disbursement  book  for  the  company  for 
the  periods  starting  in  May  1949. 

Q.  (By  Mr.  Patten)  :  When  was  the  first  time, 
if  you  recall,  that  you  discussed  this  matter  with 
Mr.  Erickson?  A.    Which  matter? 

Q.  The  Daisy  Ice  Cream  Company  or  the  Al- 
pine Ice  Cream  Company?  [2056] 

A.  Well,  the  Alpine  Ice  Cream  Company,  the 
corporation  or  the  proprietorship? 

Q.  The  proprietorship,  which  preceded  the  cor- 
poration. 

A.     Sometime  around  November  of  1950. 

Q.  Did  he  furnish  you  all  the  information  you 
requested  ? 
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A.  I  don't  remember  too  much  as  to  what  we 
asked  him  about  as  to  what  he  had. 

Q.  Did  he  give  you  a  straight  answer  to  all  your 
questions  ? 

A.  It  is  a  long  time  back.  So  far  as  I  knew,  he 
was  giving  me  straightforward  answers. 

Q.     He  was  not  in  any  way  evasive? 

A.     I  don't  recall  his  being  evasive. 

Q.     You  don't  recall  his  being  evasive? 

Mr.  Patten:  I  ask  that  this  document  be  marked 
as  Government  exhibit  next  in  order. 

The  Clerk:  Plaintiff's  Exhibit  No.  282  marked 
for  identification. 

(Plaintiff's    Exhibit    No.    282    marked    for 
identification.) 

Q.  (By  Mr.  Patten)  :  Mr.  Gorans,  do  you  recog- 
nize your  signature  on  this  document  ? 

A.    Yes,  I  do.  [2057] 

Mr.  Patten:     I  would  like  to  offer,  as  Exhibit 
282  in  evidence,  for  the  purpose  of  impeachment. 
(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin:  I  am  sorry.  This  is  a  seven-page 
document  I  have  never  seen  before. 

The  Court :    Have  you  any  other  matters  ? 

Mr.  Griffin:  It  is  a  very  unusual  manner  of 
offering  a  document  to  impeach  somebody.  No  foun- 
dation laid. 

Mr.  Patten :  Perhaps  I  can  proceed  with  another 
matter. 

The  Court:  If  you  wish,  you  may  look  at  that 
over  the  noon  hour,  Mr.  Griffin. 
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Mr.  Griffin:  He  can  proceed,  and  I  will  listen, 
^Yhile  I  read. 

Q.  (By  Mr.  Patten)  :  You  have  testified  that 
the  books  and  records  of  Issaquah  Creamery  and 
of  Alpine  Dairy  were  inadequate,  I  believe,  sir? 

A.    Yes. 

Q.  If  business  receipts  had  been  put  in  the  com- 
pany bank  account  and  entered  in  the  places  pro- 
vided in  these  books  for  them,  they  would  have 
l^een  adequate  to  report  those  receipts,  vv-ould  they 
not?  A.     To  report  those  receipts,  yes.  [2058] 

Mr.  Patten:     Exhibit  279,  please,  sir*? 

(Whereupon,  document  was  handed  to  Mr. 
Patten  by  the  Clerk,  and  handed  to  the  witness 
by  Mr.  Patten.) 

Q.  (By  Mr.  Patten)  :  Mr.  Gorans,  we  are  hand- 
ing you  Exhibit  279  and  calling  your  attention 
particularly  to  the  fourth  page  thereof,  which  is  a 
computation  of  identified  items  of  unreported  in- 
come of  Mr.  Hans  Forster  for  the  calendar  year 
of  1947. 

Calling  your  attention  to  the  first  item  in  the 
additional  column,  $2,685.00,  identified  on  this  ex- 
hibit as  salary  from  Renton  Ice  and  Ice  Cream 
Company. 

Mr.  Brody:  I  will  object  to  this  as  improper 
recross. 

The  Court:  It  would  appear  not  to  be  covered 
by  redirect.  I  take  it  you  may  ])e  referring  in  some 
respects  to  Mr.  Cox's  examination. 

Mr.  Patten :    Both.  I  just  wanted  him  to  explain 
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how  the  inadequacy  of  the  books  accounted  for  the 

faihire  of  these  items  reported. 

Mr.  Keesling:  That  brings  us  to  the  point 
brought  up,  that  these  weren't  testified  to  on  the 
original  direct,  and  that  Mr.  Cox  merely  asked  if 
he  did  not  testify  to  these  items.  [2059] 

Mr.  Cox:     That  is  correct. 

The  Court:  He  is  going  into  the  inadequacy  of 
the  direct. 

Mr.  Patten:  On  Mr.  Brody's  redirect,  he  elabo- 
rated on  the  inadequacy  of  the  books  as  accounting 
for  the  unreporting  of  income. 

The  Court:  And  this  question  is  being  asked  to 
meet  that  question*? 

Mr.  Patten:    Yes,  sir. 

The  Court:    Well,  you  might  put  the  question. 

Mr.  Patten :    I  shan't  belabor  it. 

Q.  (By  Mr.  Patten)  :  Sir,  the  first  item  under 
the  additional  column  is  Renton  Ice  and  Ice  Cream, 
$2,685.  Will  you  explain  to  us  how  the  inadequacy 
of  the  books  accounted  for  the  failure  of  that  item 
to  be  reported? 

Mr.  Brody:  Will  you  specify  what  book,  books 
of  "'"ssaqunh  or  Alpine? 

Mr.  Patten:  Any  books  of  which  he  has  any 
knowledge. 

A.  Well,  it  is  not  customary  for  a  person  to 
record  salary  he  receives  in  a  book.  It  is  re]iortecl 
on  a  W-2.  A  W-2  is  part  of  the  records  furnished 
by  a  company,  mu\  a]iparently  he  was  not  fur- 
nished a  [2060]  W-2  for  these  salaries. 


United  States  of  America  767 

(Testimony  of  Gerald  E.  Gorans.) 

Q.  (By  Mr.  Patten) :  And  the  same  would 
apply  for  the  next  item,  $100? 

A.     That  is  correct. 

Q.  Now,  the  next  item  is  checks  payable  to  Issa- 
quah,  deposited  in  Washington  State  Bank,  savings 
account  198,  $20,563.32. 

That  would  be  referring  to  the  books  of  Issaquah 
Creamery. 

In  what  respect  do  the  inadequacies  of  the  books 
account  for  the  failure  to  report  this  item? 

A.  Apparently  on  the  testimony  that  has  come 
in,  it  gets  down  to  the  inadequacy  in  that  provision 
wasn't  made  for  recording  sales  slips,  or  preparing 
sales  slips  for  these  particular  items  covered  by 
many  of  these  receipts. 

Q.  Do  you  know  that  sales  slips  were  not  pre- 
pared for  these  items'? 

A.  Well,  I  don't  know  that  they  weren't  pre- 
pared for  every  one  of  them,  nor  do  I  know  that 
they  were  prepared  for  every  one  of  them. 

Q.  And  if  a  sales  slip  had  been  prepared  and 
properly  entered  under  the  system  of  accounting  in 
vogue,  they  would  have  been  reported?  [2061] 

A.  From  my  understanding  of  the  testimony 
that  has  come  in  so  far,  they  would  have  been. 

Mr.  Patten:    I  shan't  belabor  that. 

Q.  (By  Mr.  Patten) :  Now,  referring  to  Mr. 
Holtberg's  testimony,  and  exhibits  278,  279  and  280, 
isn't  it  a  fact,  Mr.  Gorans,  that  the  major  portion 
of  your  testimony  has  related  to  adjustments  to  in- 
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come  in  addition  to  those  appearing  on  the  exhibits 

which  I  have  mentioned? 

A.     I  believe  so. 

Q.  Mr.  Gorans,  when  you  or  your  firm  audit  a 
business,  audit  the  returns  of  a  business,  or  an  in- 
dividual, and  find  that  the  returns  are  in  error, 
what  do  you  usually  do? 

Mr.  Grilfin:  If  the  Court  please,  I  presume  that 
is  preliminary  to  something.  It  is  certainly  not  re- 
cross  on  any 

The  Court:     (Interposing)  Yes,  I 

Mr.  Griffin:  (Interposing)  If  it  is  something 
that  is  material,  I  have  got  no  objection. 

The  Court:    Is  it  a  preliminary  question? 

Mr.  Patten:    Yes,  sir. 

I  think  it  will  be  clear. 

Q.  (By  Mr.  Patten  continuing)  :  What  do  you 
usually  do,  sir?  [2062] 

A.  Well,  I  am  rM  sure  I  understand  the  ques- 
tion. 

O.  In  the  ordinary  course  of  Ixisiness,  you  or 
your  firm  audit  the  returns  of  a  business,  or  of  an 
individual,  and  you  find  there  are  errors  in  those 
T(;iurns.  What  do  you  usually  do,  or  what  can 
you  do? 

A.  Well,  it  depends  considerably  upon  the  na- 
ture of  the  errors. 

Q.  Among  other  things  you  can  do  is  file 
amended  returns?  A.     That  is  correct. 

Q.     That  was  not  done  here?  A.     No. 

Q.     Ncnv,  Mr.  Gorans,  have  you  ever  l)een  fnr- 
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nished  with  what  are  known  as  the  civil  figures  in 

this  case? 

A.    Verbally.   They  were  read  to  me  at  one  time. 

Q.     Do  you  recall  what  year  that  was,  sir? 

A.     I  think  it  was  in  the  summer  of  1951. 

Q.  Yes,  sir;  that  was  a  conference  in  this  build- 
ing, was  it  not,  between  you  and  members  of  your 
firm,  Mr.  Kachlein,  and  the  Agent's,  was  it  not,  sir? 

A.  I  think  I  was  the  only  one  from  our  firm  that 
was  present. 

Q.  Now,  you  have  testified,  and  then  explained 
why  you  have  not  arrived  at  precise — at  a  precise 
determination  [2063]  of  the  income  of  Mr.  Forster, 
or  of  the  Issaquah  Creamery  Company  for  the  years 
covered  by  the  Indictment,  have  you  not? 

A.     That  I  have  not  made  an  exact 

Q.     Yes.  A.     That  is  correct. 

Q.  That  is  correct;  had  your  audit  progressed 
to  the  point  to  enable  you  to  determine  whether  or 
not  there  was  an  understatement  of  income  and  tax 
liability  during  these  years?  A.     Yes. 

Mr.  Keesling:    I  object  as  not  recross. 

Mr.  Griffin:    It  is  a  conceded  fact. 

Mr.  Keesling:    And  going  clear  afield. 

Mr.  Patten:     They  went  into  it. 

The  Court :  There  was  some  examination  on  that. 
I  think,  if  the  redirect  was  to  meet  the  cross-exami- 
nation, it  seems  we  are  extending  it  imduly,  Mr. 
Patten. 

Mr.  Patten:    Wei],  this  is  my  last  point,  sir. 

The  Court:    Sustain  the  objection. 
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Mr.  Patten:    That  is  all;  your  Honor  ruled. 

Mr.  Griffin:  I  object  to  this  Exhibit  282  for  the 
purpose  stated,  utterly  incompetent,  irrelevant  and 
immaterial.  [2064] 

The  Court :  Well,  I  don't  believe  there  is  a  foun- 
dation laid  for  impeachment,  if  that  is  the  purpose 
of  it. 

Mr.  Patten:    I  would  lay  the  foundation,  sir. 
(Whereupon,  document  vvas  handed  to  the 
court.) 

Mr.  Patten:    I  will  not  press  the  exhibit,  sir. 

Mr.  Griffin:    Are  you  withdrawing  it? 

The  Court:  There  was  an  objection  made,  and 
the  Court  made  one  comment  on  it.  What  are  you 
doing  now? 

Mr.  Patten:    I  would  like  to  lay  the  basis. 

The  Court:  In  other  words,  you  withdraw  the 
offer  at  this  time? 

Mr.  Patten:    Yes,  sir. 

The  Court :  Is  that  right  ?  And  you  wish  to  pro- 
ceed with  another  question? 

Mr.  Patten:    Yes,  sir. 

Q.  (By  Mr.  Patten)  :  Mr.  Gorans,  I  ask  if  you 
were  present  in  room  1004-A  in  this  building  at 
two  o'clock  in  the  afternoon  on  February  27,  1951? 

A.    Yes,  I  was. 

Q.  And  present  were,  besides  yourself  was,  Mr. 
Mai-x,  Mr.  Eppler,  and  Pauline  D.  Fraslier?  [2065] 

A.     That  is  correct. 

0.     A  stenograi:)hic  reporter. 

I  ask  you  if,  on  tliat  occasion,  you  were  not  asked 
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this  question,  and  if  you  did  not  give  this  answer: 

"When  you  questioned  Mr.  Erickson  al)out  the 
Dairy  Ice  Cream  Company,  did  he  make  straight- 
forward answers  ?" 

"I  couldn't  make  much  sense  out  of  his  answers. 
I  had  to  actually  dig  in  the  records  before  I  could 
determine  what  had  actually  happened." 

Mr.  Griffin:  Objected  to  as  incompetent,  irrele- 
vant, and  immaterial,  and  in  no  wise  impeaching, 
and  no  foundation  laid. 

Mr.  Keesling:     I  join  in  the  objection. 

Mr.  Patten:  I  am  proving  an  inconsistent  state- 
ment at  another  time,  your  Honor. 

Mr.  Keesling:  He  said  he  couldn't  make  any 
sense  out  of  it. 

Mr.  Patten:    I  will  proceed,  sir. 

Mr.  Griffin:  Not  until  the  Court  rules  on  my 
objection. 

The  Court:  Is  this  particular  issue  involved 
here;  it  is  a  collateral  issue,  is  it  not*? 

Mr.  Griffin:    It  is  a  collateral  issue,  entirely. 

Mr.  Patten:  I  am  attempting  to  show  that  the 
witness  [2066]  answered  differently. 

The  Court:  I  understand  that.  The  question 
here  seems  to  me  to  be  a  collateral  issue  entirely. 

Mr.  Patten:  No,  sir;  it  is  the  issue  of  coopera- 
tion. 

The  Court :    With  this  witness  ? 

Mr.  Patten:  Yes,  sir.  Mr.  Keesling  attempted 
to  develop  the  point  on  recross  that  this — that  Mr. 
Erickson  furnished  him  information  willinQ:lv  and 
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then   they   brought  —  and    then    Mr.    Brody   ^Yent 

in 

Mr.  Keesling:  (Interposing)  My  question  was 
limited  to  three  items. 

The  Court:  The  Court  will  sustain  the  objection; 
not  that  the  matter  was  not  brought  up,  but  with 
this  witness,  it  is  a  collateral  issue  to  the.  examina- 
tion on  issues  involved. 

Mr.  Patten :  It  goes  also  to  the  credibility  of  the 
w^itness,  your  Honor. 

The  Court:  Of  course,  that  is  true  of  any  im- 
peaching question,  is  it  not? 

Mr.  Patten:    Yes,  sir. 

The  Court:  I  will  hear  further  from  you,  if  you 
wish. 

Mr.  Patten:    I  won't  urge  it. 

The  Court:  Is  there  anyone  that  wishes  to  be 
heard  further?  [2067] 

The  Court  now  is  inclined  to  sustain  the  objec- 
tion. The  Court  would  hear  you  fuii:her  in  the  ab- 
sence of  the  Jury. 

Mr.  Patten:   I  have  no  desire  to  prolong  this. 

The  Court :    Does  that  conclude  it  ? 

(Whereupon,  the  Attorneys  conferred  at  the 
respective  counsel  tables.) 

Mr.  Patten :    I  have  been  overruled,  your  Honor. 

The  Court:  In  other  words,  you  wish  to  be 
heard,  is  that  right? 

Mr.  Patten:    On  both  sides,  yes,  sir. 

'^i'he  Court:  Is  there  any  further  examination? 
Is  there  any  further  examination? 
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Mr.  Patten:    That  concludes  it. 

The  Court:  That  is  the  only  issue  and  you  want 
to  be  heard  on  this? 

Mr.  Patten:    Yes,  sir. 

The  Court:  Is  there  any  further  examination  on 
the  matters  covered'?   Mr.  Cox? 

Mr.  Cox:    Yes,  sir. 

The  Court :  On  that  one  issue,  we  will  come  back 
to  that  after  we  recess. 

Mr.  Cox:    Should  I  proceed?  [2068] 

Recross  Examination 

Q.  (By  Mr.  Cox)  :  Mr.  Gorans,  you  testified,  I 
believe,  to  a  computation  that  you  had  made  as  to 
the  total  amount  expended  by  Alpine  and  Issaquah 
for  clerical  and  bookkeeping  expenses  during  the 
five-year  period  1945  to  1949  and  you  gave  a  figure 
of  $295,000  and  some  odd  dollars. 

Mr.  Brody:  I  will  object  as  improper  recross 
examination.  That  was  on  direct  examination. 

The  Court:  Yes,  Mr.  Cox,  that  went  in  before 
you  undertook  your  examination,  did  it  not? 

Mr.  Cox:  I  think  the  matter  was  perhaps  gone 
into  again  by  Mr.  Keesling  on  his  cross. 

The  Court:  Only  as  to  Mr.  Erickson  and  Mr. 
Taylor. 

Mr.  Cox:    Very  well,  your  Honor. 

The  Court:  Now,  if  you  want  to  cover  that  in 
any  respect,  you  may. 

Mr.  Cox:    That  point,  I  see. 

Q.     (By  Mr.   Cox) :     Mr.   Gorans,   I   hand  you 
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Plaintiff's  exhibits  2,  3,  4,  5  and  6,  and  the  exhibits 
— which  are  the  tax  returns  for  Hans  Forster  for 
the  years  1946,  1947,  1948  and  1949  and  the  return 
of  Mrs.  Forster  for  1945,  [2069]  which  contains  the 
detailed  information  in  Plaintiff's  exhibits  10,  11, 

12,  13 — there  must  be  one  missing 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (Continuing)  Which  are  the  tax  returns  for 
these  years  for  Issaquah  Creamery  Company.  Is 
14  there  also?  It  may  have  gotten  doubled  in  Avith 
another  one.   Do  you  have  five  corporate  returns? 

A.    Yes. 

Q.  I  wish  you  would  take  a  piece  of  paper  and 
pencil  and  total  up  the  gross  receipts  of  Alpine 
Daily  and  Issaquah  Creamery  as  reflected  on  those 
tax  returns? 

Mr.  Brody:  I  will  object  as  improper  recross  at 
this  time. 

The  Court:  I  don't  know;  this  is  probably  pre- 
liminary so  far. 

Mr.  Cox:  Yes,  we  are  going  again  into  the  mat- 
ter of  relative  compensation  of  Mr.  Erickson  and 
Mr.  Taylor,  and  the  total  picture  so  far  as  these 
two  concerns  are  involved,  and  we  are  entitled  to 
show  its  relation  to  certain  other  factors  in  the  case. 

Mr.  Brody:  That  was  precisely  the  matter  cov- 
ered on  our  direct  examination. 

The  Court:  This  covers  nothing  that  was 
brought  up  subsequent  to  your  direct  examination? 

Mr.  Cox:  Once  the  witness  makes  the  calciila- 
tinn.  [2070]   'p  b.o  is  pllowod  to  (}n  that,  wo  wish  to 
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go  into  the  matters  brought  out  by  Mr.  Keesling 
relative  to  the  matters  of  compensation  to  Mr.  Tay- 
lor and  Mr.  Erickson,  which  was  after  I  completed 
my  cross. 

The  Court:  This  covers  Issaquah  Creamery 
and 

Mr.  Cox:     (Interposing)  Alpine  Dairy. 

The  Court:     (Continuing)  Alpine  Dairy. 

Mr.  Cox:    For  the  years  1945  to  1949. 

The  Court:  The  Court  will  sustain  the  objection, 
Mr.  Cox. 

Mr.  Cox :    Very  well,  your  Honor. 

I  will  relieve  you  of  them  then. 

(Whereupon,  documents  were  handed  to  Mr. 
Cox  by  the  witness.) 

Q.  (By  Mr.  Cox)  :  Now,  you  did  testify,  did 
you  not,  Mr.  Gorans,  to  the  compensation  paid  to 
Mr.  Erickson  during  this  period,  and  then  made  a 
comparison  between  that  compensation  and  the  tes- 
timony you  had  previously  given  as  to  the  compen- 
sation paid  to  Mr.  Taylor  during  the  Indictment 
period,  did  you  not  ?  A.     That  is  correct. 

Q.  How  much  was  Mr.  Taylor  paid  in  each  of 
the  years  1945,  1946,  1947,  1948  and  1949  for  the 
work  he  [2071]  did  for  Alpine  Dairy  and  Issaquah 
Creamery  ? 

Mr.  Griffin:    Objected  to  as  not  recross. 

The  Court:  I  think  it  has  some  relationship  to 
the  testimony  given  in  response  to  Mr.  Keesling 's 
question.  Insofar  as  it  relates  to  that,  it  is  over- 
ruled. 
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Q.  (By  Mr.  Cox  continuing)  :  Do  you  recall  the 
question  ? 

The  Court:  Compensation  paid  by  Alpine  and 
Issaquah  to  Mr.  Taylor,  is  that  the  question? 

Mr.  Cox:    Yes. 

A.  They  paid  in  between  the  two  of  them  $100 
a  month. 

Q.  (By  Mr.  Cox)  :  $100  a  month,  or  $1200  a 
year?     A.  $100  a  month,  or  $1200  a  year. 

Q.  For  each  of  the  years  here  in  question? 

A.  Yes. 

Q.  Now,  from  your  investigation  into  the  man- 
ner in  which  the  books  were  kept  at  Issaquah  and 
the  way  in  which  the  office  was  run  there,  is  it  cor- 
rect to  say  that  Mr.  Erickson  simply  worked  in  that 
office  and  did  not  have  to  maintain  a  separate 
establishment  of  his  own? 

Mr.  Griffin:  Objected  to  as  not  recross  exami- 
nation. [2072] 

Mr.  Keesling:  I  o])ject  to  the  form  of  the  ques- 
tion, too. 

Mr.  Cox:  It  goes  directly  the  matter  of  the  com- 
parison of  the  compensation  of  the  two  individuals 
concerned. 

The  Court:  The  (\)urt  will  overrule  the  objec- 
tion, except  that  I  think  it  is  a  little 

Mr.  Cox:     (Interposin.j};) involved? 

The  Court:     (Contiiiuiiir!,-)  vague. 

Mr.  Cox:    All  right,  sir. 

Q.     (By   Mr.    Cox    ci^ntimnng) :      Mi*.    Erickson 


United  States  of  America  111 

(Testimony  of  Gerald  E.  Gorans.) 

simply  worked  in  the  office  at  Issaquah  so  far  as 

your  investigation  revealed? 

A.     That  is  right. 

Q.  Mr.  Taylor,  on  the  other  hand,  was  a  licensed 
public  accountant  who  maintained  an  office  in  down- 
town Seattle,  is  that  cori'ect? 

A.     That  is  correct. 

Q.  x\nd,  of  course,  the  maintenance  of  such  an 
office,  and  the  maintenance  of  a  separate  establish- 
ment for  conducting  his  business  entailed  certain 
expenses  for  rent,  salaries,  postage,  stationery,  tele- 
phone, and  other  miscellaneous  costs  of  running 
such  a  place,  did  they  not? 

A.     I  assiune  they  would.  [2073] 

Q.     These  are  expenses  Mr.  Taylor  had 

Mr.  Griffin:  (Interposing)  I  move  the  answer 
be  stricken  as  an  assumption. 

The  Court:    The  assumption  may  be  stricken. 

Q.  (By  Mr.  Cox  continuing) :  So  far  as  your 
investigation  revealed,  Mr.  Gorans,  isn't  it  correct 
that  Mr.  Erickson  worked  only  in  the  Issaquah 
office?  A.     That  is  correct. 

Q.  You  didn't  find  anything  in  the  records  to 
indicate  that  he  had  any  responsibilities  for  main- 
taining the  books  of  Apex  Farms? 

A.     No,  he  did  not. 

Q.    Renton  Ice  and  Ice  Cream  Company? 

A.     No,  he  did  not. 

Q.     Finstad  and  Utgard?  A.     No. 

Q.     Simonson  and  Forster?  A.     No. 

Q.    Arctic  Gardens?  A.     No. 
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Q.     Hub  City  Drug  Company?  A.    No. 

Q.  He,  therefore,  never  had  occasion  to  travel 
to  Conway,  Washington,  or  to  Puyallup,  or  to  Ren- 
ton,  or  [2074]  to  any  of  these  other  places  in  con- 
nection Avith  the  carrying  on  of  bookkeeping  or  ac- 
counting duties  in  connection  with  those  variously 
located  concerns?  A.     No,  he  wouldn't. 

The  Court:     Are  you  about  through? 

Mr.  Cox:  I  am  through  with  that  line  of  ques- 
tions, and  was  going  to  go  on  to  a  new  one. 

The  Court:    We  will  recess,  then. 

Ladies  and  Gentlemen  of  the  Jury,  we  will  take 
the  mid-day  recess,  and  the  Court  calls  your  atten- 
tion to  the  admonition  given  on  similar  occasions, 
and  asks  that  you  heed  that  admonition  on  this 
occasion. 

You  may  now  be  excused  until  1:45.  [2075] 

***** 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court :    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court :    You  may  proceed,  Mr.  Cox. 

Mr.  Cox :    Thank  you,  your  Honor. 

Q.  (By  Mr.  Cox)  :  Now,  Mr.  Gorans,  again  on 
cross-examination  by  Mr.  Keesling,  you  testified 
that  Mr.  Erickson  could  have  reconciled  the  casli 
account,  for  instance,  with  his   own  records,   ])ut 
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that  he  couldn't  have  completed  the  job  fully  with- 
out having  the  information  in  the  general  ledger. 

A.     That  is  correct. 

Q.  Now,  however,  all  he  needs  from  the  general 
ledger  for  the  purpose  of  completing  this  process 
of  reconciliation  is  the  one  figure  representing  the 
balance  that  the  general  ledger  shows  for  cash? 

A.  No,  he  needs  the  debits  and  credits,  on  v-hat- 
ever  entries  are  made  in  the  general  ledger  also. 

Q.  That  is,  he  is  supposed  to  determine  [2087] 
whether  or  not  the  actual  cash  he  finds  by  reconcili- 
ation of  his  records  being  on  hand  is  the  same  as  the 
sum  show^n  as  the  balance  in  the  cash  account,  isn't 
that  correct? 

A.     I  don't  understand  the  first  part  of  that. 

Q.     Well,  perhaps  I  can  rephrase  it. 

Isn't  the  purpose  of  reconciliation  to  determine 
that  the  sum,  the  balance,  reflected  by  the  general 
ledger,  is  a  correct  reflection  of  the  actual  amount 
of  cash  on  hand?  A.     That  is  correct. 

Q.  And  he  can  determine  the  actual  amount  of 
cash  on  hand  at  the  close  of  business  for  any  ac- 
counting period  from  his  own  records,  can't  he? 

A.     Well,  he  can  count  the  cash. 

Q.  And,  having  done  that,  his  only  problem,  if 
he  is  to  complete  the  reconciliation  is  to  compare 
this  with  the  balance  shown  in  the  general  ledger? 

A.     If  it  is  in  agreement,  there  is  no  problem. 

Q.  If  there  is  disagreement,  then  he  has  to  find 
out  what  adjustments  were  made? 

A.     That  is  correct. 


780  Hans  Forster  vs. 

(Testimony  of  Gerald  E.  Gorans.) 

Q.  But,  in  order  to  find  out  whether  or  not  there 
is  agreement,  all  he  needs  is  the  ultimate  balance 
figure  from  the  general  ledger? 

A.     That  is  right.  [2088] 

Q.  Didn't  your  investigation  show  that  Mr. 
Erickson  received  in  the  office  at  Issaquah  copies 
of  these  typewritten  periodic  statements  that  Mr. 
Taylor  prepared? 

A.  There  is  no  indication  that  Mr.  Erickson  re- 
ceived them. 

Q.     They  were  in  the  office? 

A.     No,  I  never  found  any  in  the  office. 

Q.     You  didn't  see  any  there,  you  didn't  find 

The  Court :  (Interposing)  You  are  speaking  now, 
when  you  say  periodic  records,  of  exhibit  31  ? 

Mr.  Cox:  Yes,  your  Honor,  the  type^vritten 
monthly,  or  in  some  cases  I  thinlv  the  witness  said 
they  were  not  prepared  every  month,  but  the  profit 
and  loss  statement,  the  balance  sheets  prepared 
from  Mr.  Forster's  work  papers. 

Q.  (By  Mr.  Cox  continuing)  :  Your  investiga- 
tion didn't  reveal  what  the  practice  was  once  they 
had  been  prepared? 

A.  No,  I  don't  know  wiiether  they  went  or — 
who  received  them,  or  whether  they  received  them 
or  not. 

Q.  Nov%  Mr.  Keesling  asked  you  regarding  the 
inventory  figures  of  Finstad  and  Utgard  for  the 
year  1946  to  1948  and  you  stated,  for  example,  that 
in  ]Dec(m.ber  1946,  the  figure  which  was  entered  in 
the  general  ledger  [2089]  was  ten  thousand  dollars 
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less  than  that  furnished  by  Mrs.  Simonson;  is  that 

correct  ? 

A.     The  typewritten  figures  furnished  by  her. 

Q.  Did  you  find  anything-  in  your  investigation 
to  indicate  that  Mrs.  Simonson  personally  took  the 
inventory  at  Finstad  and  Utgard? 

A.     The  physical  count? 

Q.    Yes. 

A.     No,  nothing  to  indicate  that  she  had. 

Q.  Did  you  find  anything  to  indicate  who  did 
take  the  inventory?  A.     No. 

Q.  Then  this  figure  which  she  typed  on  A-44, 
which  is  a  group  of  her  typewritten  figures,  must 
have  been  given  to  her  by  someone  who  actually 
did  take  the  physical  count,  is  that  correct? 

A.  I  think  Mrs.  Simonson  testified  that  she  did 
some  of  the  pricing  and  ascertaining  of  the  in- 
ventory. 

Q.  But  the  basic  taking  of  the  inventory  would 
Iiave  been  done  by  somebody  else  who  went  out  in 
the  plant  to  do  it? 

A.  Well,  Mr.  Egeness  was  doing  it  in  1950,  I 
know. 

Q.  So  that,  actually,  the  figure  which  she  typed 
there  was  not  one  which  she  furnished  in  the  sense 
of  actually  completely  originating  the  figure  herself, 
[2090]  was  it? 

A.  Well,  she  didn't  originate  the  entire  inven- 
tory document. 

Q.     In  other  words 

A.    (Interposing)     As  I  understand 


782  Hans  Forster  vs, 

(Testimony  of  Gerald  E.  Gorans.) 

Q.  (Continuing)  Someone  else  participated  with 
her  in  the  preparation  of  the  inventory  figures? 

A.     That  is  correct. 

Q.  And  sometime  after  that  figure  Avas  first  de- 
veloped and  typed  on  this  A-44,  it  was  changed  in 
pencil,  is  that  correct?  A.     That  is  right. 

Q.  So  far  as  you  know  of  your  own  knowledge, 
it  may  have  been  reduced  by  Mr.  Egeness,  wouldn't 
that  be  true? 

Mr.  Keesling:  If  the  Court  please,  I  didn't  hear 
that  question. 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  Well,  the  figure  on  here,  according  to  her 
testimony,  she  gave  it  correctly  to  Mr.  Taylor,  so 
that  I  don't  think  Mr.  Egeness  on  that  basis  could 
have  reduced  it.  [2091] 

Q.  (By  Mr.  Cox) :  She  gave  this  sheet  to  Mr. 
Taylor  when  he  came  to  Conway? 

A.     That  is  right. 

Q.  Was  there  anything  in  her  testimony  which 
indicated  to  you  that  Mr.  Taylor  didn't  confer  at 
that  time  with  Mr.  Egeness? 

Mr.  Griffin:  Objected  to  as  not  redirect  exam- 
ination. 

The  Court:    Objection  sustained. 

Mr.  Cox:    Well,  if  the  Court  please 

The  Court:  (Interposing)  Not  on  that  ground. 
I  think  it  is  improper  in  form. 

Mr.    Cox:     (Continuing)      this    matter    was 
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gone  into  again  both  on  Mr.  Keesling's  cross  and 

Mr.  Brody's  redirect. 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:  It  is  not  a  proper  question,  Mr. 
Cox.  In  other  words,  this  witness  isn't  sitting  in 
judgment  to  evahiate  the  testimony  of 

Mr.  Cox:  (Interposing)  Very  well;  I  will  with- 
draw the  question. 

Q.  (By  Mr.  Cox)  :  Mr.  Gorans,  is  this  another 
instance,  as  is  [2092]  true  of  some  of  the  other  al- 
leged discrepancies  that  you  pointed  out,  where  you 
don't,  in  fact,  know  of  your  own  knowledge  why 
or  in  what  way  the  adjustment  was  made? 

A.     No,  I  don't  know. 

Q.  Now,  again  on  Mr.  Keesling's  cross-examina- 
tion, you  stated  it  was  ordinary  practice  to  pay 
personal  expenses  of  people  connected  with  a  busi- 
ness concern  with  company  checks? 

A.     It  is  ordinary  practice. 

Q.  However,  the  ordinary  form  as  in  the  next 
step  would  be  to,  as  you  testified,  in  response  to  a 
question,  I  believe,  by  Mr.  Patten,  to  charge  this 
to  a  drawing  account,  to  some  kind  of  a  loan  ac- 
count or  receivable  of  some  sort,  which  would  re- 
flect that  this  was  either  owed  by  the  individual  to 
whom  it  was  paid  to  the  business,  or  that  it  was  to 
be  offset  against  something  he  had  coming  from  the 
business  ? 
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A.  It  should  be  recorded  as  such  in  the  general 
ledger. 

Q.  And  it  should  not  be  recorded  as  a  deductible 
business  expense  of  the  business  concerned,  whether 
it  be  a  corporation  or  private  enterprise? 

A.  Well,  there  again,  the  ultimate  recording  of 
it,  it  should  not  be  included,  but  if  there  is  an 
[2093]  understanding  that  someone  is  going  to  re- 
view these  expenses  and  take  them  out  before  pre- 
paring the  income  tax  return,  there  is  nothing 
wrong  with  charging  them  to  expense  under  that 
circmnstance  when  the  tax  return  is  prepared  if 
they  have  been  removed  from  the  expenses. 

Q.  I  would  like  an  answer  to  my  question,  Mr. 
Gorans. 

In  other  words,  to  be  proper  to  issue  the  check, 
you  have  testified,  that  it  should  be  charged  to  one 
of  these  other  accounts,  and,  therefore,  as  a  corol- 
lary, it  is  not  proper,  is  it,  at  any  stage,  to  charge 
it  as  a  deductible  business  expense? 

A.  It  is  not  proper  to  charge  it  to  have  the  ac- 
counting records  properly  kept. 

Q.    All  right. 

A.  I  have  seen  many  instances  where  they  have 
charged  those  expenses  and  taken  it  out  of  expenses 
prior  to  preparation  of  the  tax  return. 

Q.  Now,  you  heard  the  testimony,  haven't  you, 
Mr.  Gorans,  as  to  the  way  in  which  adding  machine 
tapes,  such  as  Defendants'  Exhil:)it  A-16,  were  pre- 
]:>ared  at  the  end  of  each  month  to  smnmarize  tlie 
figures  entered  in  the  miscellaneous  expense  cohmm 
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in  the  cash  disbursements  maintained  by  Mr.  Erick- 

son  at  Issaquah?   [2094] 

A.     That  is  correct. 

Q.  And  that  testimony  was  to  the  effect  that 
these  individual  items  of  personal  expense  were  thus 
included  in  total  figures  which  were  entered  on  this 
adding  machine  tape  with  a  little  number  opposite 
ilievA  indicating  the  account  to  which  they  were  to 
be  charged? 

A.     There  was  a  number  on  the  tape. 

Mr.  Keesling:  I  have  an  objection.  This  is  not 
recross  examination. 

The  Court:  What  are  you  getting  at  here,  Mr. 
Cox?  What  are  you  covering? 

Mr.  Cox:  Weil,  Mr.  Keesling  elicited  testunony 
that  it  is  not  how  you  charge  these  on  the  books, 
it  is  not  that  you  write  the  checks  that  is  bad,  it  is 
how  they  are  taken  care  of  in  the  final  books  of 
account,  and  I  am  trying  to  get  this  witness  to  ad- 
mit to  his  knowledge  as  to  the  manner  in  which  this 
was  handled,  and  the  way  in  which  they  got  into 
the  final  books  of  account. 

Q.  (By  Mr.  Cox) :  Handing  you  what  has 
l)een 

Mr.  Keesling:  (Interposing)  If  he  confines  it 
to  my  question,  I  have  no  objection. 

Q.  (By  Mr.  Cox  continuing)  :  Handing  you  what 
has  been  admitted  [2095]  in  evidence  as  Defendants' 
Exhibit  A-16,  referring  you  to  the  second  adding 
machine  tape  that  is  headed  "Miscellaneous,  Issa- 
quah," isn't  it?  A.     Yes. 
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Q.  And  that  has  a  series  of  figures  down  the — 
dollar  figures  down  the  tape  and  on  the  left-hand 
side  is  the  name  of  an  account,  and  on  the  right- 
hand  side  is  the  number  of  an  account,  isn't  that 
correct?  A.     That  is  correct. 

Q.  One  of  these  items  is  advertising  with  an  ac- 
count niunber,  isn't  it? 

Mr.  Keesling:  At  this  point,  I  object  again.  He 
is  going  beyond  my  cross-examination.  I  at  no  time 
asked  as  to  advertising,  or  any  of  the  other  nmn- 
bers  that  appear  on  this  page. 

Mr.  Cox:  If  Mr.  Keesling  had  asked  about  spe- 
cific items  of  expenses,  I  would  be  glad  to  confine 
my  cross-examination  to  them.  He  asked  in  general. 
I  will  set  it  for  any  account  he  wants  to  name.  I 
want  to  find  out  how  it  was  handled. 

The  Court:    You  want 

Mr.  Cox:  (Interposing)  One  for  illustration, 
one  for  illustrative  purposes. 

The  Court:    Yes.  [2096] 

Q.  (By  Mr.  Cox)  :  One  of  those  items  is  ad- 
vertising, isn't  it?  A.     That  is  right. 

Q.  Now,  if  included  in  the  figure  there  opposite 
advertising  was  the  amount  of  the  check  which  had 
been  written 

Mr.  Keesling:  (Interposing)  If  the  Court  please, 
I  object  to  a  hypothetical  question  at  this  point. 

The  Court:    Well,  I  assume  this  is  illustrative. 

Mr.  Cox:    Yes,  your  Honor. 

The  Court :  It  miist  be  more  or  less  hypothetical 
r,o  the  Court  will  oveiTule  the  objection. 
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Q.  (By  Mr.  Cox  continuing) :  If  included  in  that 
total  dollar  figure,  was  the  amount  of  a  check  which 
had  been  written  to  pay  a  personal  expenditure  for 
someone  connected  with  the  business,  it  is  impossible 
from  the  information  contained  on  that  adding 
machine  tape  to  tell  that  that  item  is  included,  is 
it  not?  A.     That  is  correct. 

Q.  And,  therefore,  if  t]ie  figure  for  advertising 
which  was  entered  in  the  advertising  expense  ac- 
count in  the  general  ledger  there  would  have  been 
no  way,  [2097]  without  going  outside  of  this  prac- 
tice that  has  been  testified  to,  to  determine  that  that 
was  not  a  proper  entry  to  the  ledger? 

Mr.  Griffin:    I  object  to  the  form  of  the  question. 

The  Court:    Objection  sustained. 

Mr.  Griffin :  Practice  testified  to  for  two  and  one- 
half  months  here. 

The  Court:    I  sustained  the  objection. 

Mr.  Cox:  I  will  rephrase  my  question,  then,  if 
the  Court  please. 

The  Court:  The  objectionable  part  is  that  i^or- 
tion  wdiere  you  say  "as  has  been  testified  to." 

Mr.  Cox:    Very  well,  your  Honor. 

Q.  (By  Mr.  Cox) :  Isn't  it  true,  Mr.  Gorans,  that 
since  the  expenditure  which  is  of  a  personal  nature, 
that  we  have  supposed  is  included  in  this  total,  that 
fact  as  you  have  testified,  can't  be  determined  from 
the  total  itself  and  the  information  on  the  adding 
machine  tape  there  is  no  reason  for  not  entering  this 
figure  in  the  general  ledger  unless  you  have  in- 
formation   aside    from    the    adding    machine    tape 
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which  tells  you  that  there  is  something  improper 

there ;  wouldn't  that  be  true  ? 

A.  Well,  if  you  go  to  the  basis  of  the  adding 
[2098]  machine  tape  alone,  there  is  nothing  on  that 
to  indicate  whether  or  not  there  is  personal  ex- 
penditures included  in  these  figures. 

Q.  And  those  were  the  figures  that  were  en- 
tered in  the  general  ledger,  is  that  true? 

A.  I  assume  that  they  are  the  figures  entered  in 
the  general  ledger,  but  they  come  from  a  subsidiary 
record,  which  has  got  all  the  information  in  it  as  to 
what  makes  up  these  individual  items. 

Q.  Now,  handing  you  Defendants'  Exhibit  A-34, 
which  has  been  identified  as  Mrs.  Wilcox's  re-cap 
for  Alpine  Dairy  for  October,  1949,  and  directing 
your  attention  to  the  small — the  somewhat  smaller 
sheet — the  first  sheet  in  that  group  of  papers,  that 
is  a  summary  of  the  figures  on  the  balance  of  the 
exliibit  which  Mrs.  Wilcox  prepared  and  which  is 
in  the  form  of  a  balancing  equation  more  or  less? 
In  other  words,  the  entry  she  has  in  this  column 
when  totalled  equals  the  total  of  the  entry  on  the 
right,  is  that  right? 

A.     That  is  right. 

Mr.  Brody:  I  will  object  to  this  line  as  outside 
of  the  recross. 

Mr.  Cox:  I  am  getting  to  the  matter  of  the 
"paid-in",  "paid-out"  item  that  Mr.  Brody  went 
into  on  his  redirect.  [2099] 

Mr.  Iveesling:  May  I  suggest  that  the  Examiner 
stand  here? 
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Mr.  Cox:    It  is  a  little  difficult. 

The  Court :  Ordinarily,  we  will.  If  it  is  necessary 
to  point  out  matters  on  the  exhibit,  he  may  ap- 
proach the  witness,  if  he  desires. 

Q.  (By  Mr.  Cox)  :  Now,  in  your  investigation 
of  the  way  in  which  the  records  were  handled,  and 
the  information  was  passed  on  to  Mr.  Taylor,  didn't 
you  discover  that  this  first  sheet  with  these  balanc- 
ing columns  was  used  as  a  summation  of  everything 
else  in  the  exhibit? 

A.  It  does  not  include  the  deposits,  nor  does  it 
include  the  paid-in  and  paid-out. 

Q.  But  it  includes  all  of  the  revenues  coming  in 
and  all  of  the  other  figures  which  enter  into  the 
items  she  has  there  of  cash  receipts,  retail  sales, 
cash  wholesale  sales,  charge  wholesale  sales,  and 
wholesale  and  retail  collections  and  miscellaneous 
expenses  and  discounts  and  then  this  large  general 
offsetting  figure  outstanding;  those  items  are  all 
brought  forward  and  compiled  on  that  one  sheet, 
isn't  that  true? 

A.  In  talking  about  income,  it  takes  into  account 
the  normal  income  items  that  result  in  sales,  but 
it  does  not  take  into  account  the  unusual  items  that 
[2100]  went  into  this  x>aid-in. 

Q.  I  would  like  to  have  you  answer  my  quostioii, 
Mr.  Gorans,  if  you  would. 

In  other  words,  this  reported  the  ultimate  in  the 
report  that  went  to  Mr.  Taylor,  doesn't  it? 

A.  I  don't  know  what  you  mean  by  "the  ulti- 
mate". 
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Q.  That  is,  everything  else  brought  together  has 
been  checked  out  and  approved  by  the  computation 
made  on  that  sheet? 

A.  Except  that  the  statement  here  for  bank  de- 
posits and  the  regular  cash  receipts  are  not  in- 
cluded in  this  statement  at  all. 

Q.  Didn't  you  find,  Mr.  Gorans,  that  the  entry 
for  bank  deposits  at  Alpine  Dairy  was  taken  from 
the  cash  disbursement  journal  maintained  by  Mr. 
Erickson  at  Issaquah? 

A.  No,  it  was  not  taken  from  the  cash  disburse- 
ment journal.  It  was  taken  from  a  bank  statement. 

Q.  But  I  mean  it  was  taken  by  Mr.  Erickson 
from  a  bank  statement,  but  entered  in  his  cash  dis- 
bursement journal?  A.    Yes. 

Q.  And  Mr.  Taylor  took  the  figure  from  the 
column  "Bank",  and  the  column  "Cash",  in  the  cash 
disbursements  journal?  [2101] 

A.     That  is  correct. 

Q.  So  he  didn't  resign  upon  this  report  for  the 
item  of  bank  deposits,  did  he? 

A.  He  didn't  use  this  report  to  get  the  figure  for 
bank  deposits. 

Q.  He  got  the  bank  deposits  from  another 
source,  didn't  he?  A.     That  is  right. 

Q.  And  the  items  in  this  report  that  he  was  us- 
ing were  summarized  for  him  in  this  first  page  of 
the  exhibit? 

A.  Well,  Mrs.  Wilcox  ])repared  a  summary  cov- 
ering the  first  two  pages  in  here,  but  she  did  not 
prepare  any  summary  covei-ing  the  third  ])a.s;e.  The 
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third  page  was  turned  over  to  Mr.  Taylor,  and  the 
third  page  shows  that  there  was  more  money  de- 
posited than  what  appears  on  here. 

Q.  But,  as  we  have  already  been  over,  Mr. 
Gorans,  he  was  not  looking  here  for  figures  as  to 
deposits,  was  he? 

A.  He  was  looking  to  these  figures  for  receipts 
of  the  company. 

Q.  She  gave  him  a  figure  for  cash  receipts  which 
was  entered  in  connection  with  an  office  sheet  to  the 
sales  figures  which  he  took  from  this?  [2102] 

A.  She  prex^ared  a  summary.  Whether  or  not 
this  summary  was  prepared  by  her  to  be  used  by 
him  to  record  the  figure  in  the  general  ledger,  I 
don't  know.  He  used  these  figures  in  most  instances 
to  make  his  entries  in  the  general  ledger,  but  there 
are  other  figures  furnished  by  her  that  she  would 
have  no  control  of  after  she  gave  it  to  him. 

Q.  It  was  your  testimony,  wasn't  it,  Mr.  Gorans, 
as  to  these  items  and  again  with  exceptions  where 
you  pointed  out  specific  differences,  that  Mr.  Taylor 
in  the  one  or  two  X)age  section  of  the  ledger  devoted 
to  a  journal  actually  journalized  those  items,  didn't 
he  ?  A.     Yes. 

Q.     And  entered  them  in  the  ledger? 

A.     Yes. 

Q.  Now,  on  the  last  sheet  of  the  exhibit.  De- 
fendants' Exhibit  A-34,  which  is  entitled  ^'Office 
Sheet",  there  is  another  column  marked  "Cash" 

Mr.  Cox:     Strike  that. 
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Q.  (By  Mr.  Cox  continuing)  :  The  first  column 
on  the  left  is  headed  "Cash",  isn't  it? 

A.     That  is  correct. 

Q.  And  then  there  are  three  other  colmnns  and 
[210;:;]  the  fifth  colmnn  over  is  also  headed  "Cash"? 

A.     That  is  correct. 

Q.  And  the  total  for  that  figure  in  this  instance 
initially  $83,000  from  which  $17,000  has  been  sub- 
tracted to  obtain  the  figure  of  some  sixty-odd  thous- 
and dollars?  A.     That  is  correct. 

Q.  Now,  that  figure  in  and  of  itself  wasn't  en- 
tered anywhere  in  the  ledger  either,  was  it  ? 

A.  No,  it  was  carried  forward  onto  this  sum- 
mary. 

Q.  It  was  carried  forward  by  Mrs.  Wilcox  and 
entered  into  her  final  figure  for  cash  receipts,  is 
that  correct?  A.    Yes. 

Q.     However, 

The  Court:  (Interposing)  When  you  refer  to 
this  summary,  you  are  referring  to  another  sheet  on 
that  same  exhibit? 

The  Witness:    Yes. 

Mr.  Cox :  As  it  comes  from  the  last  page  and  car- 
yv:-d  over  to  a  total  on  what  is  the  second  sheet  of 
tlie  exhibit. 

Q,  (By  Mr.  Cox  continuing)  :  Is  it  your  testi- 
mony that  the  dilf  erence  between  paid-ins  and  paid- 
outs  did  not  in  any  [2104]  way  get  carried  forward 
into  any  of  the  other  figures  on  any  of  these  re- 
ports of  Mrs.  Wilcox? 

Mr.  Keesling:     May  I  ask  that  that  question  l)e 
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made  more  specific?  He  didn't  say  "carried  forward 

to  all  reports  submitted  by  Mrs.  Wilcox". 

Q.  (By  Mr.  Cox  continuing)  :  My  question  is 
whetlier  or  not  it  was  in  this  report  or  any  report 
like  it  carried  forward  and  used  in  any  other  total 
figu.re  of  Mrs.  Wilcox? 

A.  I  don't  see  where  it  is  necessary  to  carry  for- 
ward unless  there  is  a  breakdown  of  the  paid-in 
and  the  paid-out  items. 

Q.  Will  you  answer  the  question,  Mr.  Gorans? 
Is  it  carried  forward? 

A.     Into  any  of  the  other  summaries? 

Q.     Yes,  any  other  figures? 

A.     You  mean  the  paid-in  here? 

Q.  Well,  as  I  take  it,  you  are  only  concerned 
with  the  actual  differences,  isn't  it,  between  paid-ins 
and  paid-outs? 

A.  AYell,  some  of  the  items  represent  income  and 
some  of  them  represent  expenses. 

Q.     Well,  put  it  this  way: 

Is  the  total  of  the  j)aid-in  and  the  total  of  [2105] 
the  paid-out  carried  forward  to  any  other  figure? 

A.     No. 

Q.  It  doesn't  go  into  any  other  figure  in  the 
rej^ort  ?  A.    Not  on  these  sheets,  no,  it  doesn't. 

Q.  Now,  in  this  instance,  Mr.  Gorans,  on  the 
last  page  of  the  exhibit  labelled  "Office  Sheet",  Mrs. 
Wilcox  originally  obtained  a  figure  of  some  $329,- 
000,  didn't  she?  A.    Yes. 

Q.  And  she  subtracted  from  that  an  item  of 
$17,000? 
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A.  I  don't  know  who  subtracted  the  figure,  be- 
cause these  two  are  not  in  the  same  handwriting. 

Q.  It  is  not  in  the  handwriting  of  Mr.  Taylor, 
is  it?  A.     I  don't  believe  it  is. 

Q.  Well,  someone,  presumably  in  the  office  at 
Alpine,  subtracted  $17,000  from  $329,000  and  got  a 
net  figure  of  $311,000  for  cash  receipts'? 

A.     That  is  what  appears  on  here. 

Q.  And  that  is  the  figure  that  was  entered  in  the 
general  ledger?  A.     That  is  correct. 

Q.  Now,  the  figure  that  is  subtracted  has  [2106] 
opposite  on  the  left-hand  margin  "less  War  Depart- 
ment" and  some  abbreviations  referring  to  Carna- 
tion, Kristoferson  and  Arden?  A.     Right. 

Q.  In  other  words,  this  was  one  of  the  adjust- 
ments on  account  of  this  large  four-part  contract? 

A.     It  covers  that  particular  thing. 

Q.  And  the  fact  that  that  was  taken  out  of  cash 
receipts  on  this  may  have  contributed  to  the  de- 
velopment of  the  negative  cash  figure  that  you  testi- 
fied to  that  existed  on  the  general  ledger  at  the  end 
of  this  month;  is  that  correct? 

A.  I  think  I  testified  to  the  fact  that  this  is 
probably  the  reason  why. 

Q.     The  origin? 

A.     Of  that  negative  cash  balance. 

Q.  Now,  Mr.  Brody  went  back  over  a  number 
of  things  that  I  covered  with  you  yesterday  and 
asked  you  whether  you  found  any  explanation. 
Would  it  be  fair  to  say,  Mr.  Gorans,  that  neither 
before  nor  after  my  examination  have  you  found 


United  States  of  Aynerica  795 

(Testimony  of  Gerald  E.  Gorans.) 
any  satisfactory  explanation  for  these  specific  dif- 
ferences that  you  pointed  out  between  Mrs.  Wilcox's 
figures  and  the  final  figures  in  the  ledger? 

A.     I  think  that  is  correct.  [2107] 

Q.  You  couldn't  find  them  beforehand  and  noth- 
ing in  my  cross-examination  elucidated  the  matter? 

A.     No,  it  did  not. 

Q.  Now,  isn't  it  also  true  that  you  testified  that 
this  is  simply  testimony,  on  your  part  to — to  in- 
a])ility  to  find  this  explanation  which  may  be  due  to 
the  lack  of  posting  data,  and  the  completion  of  cer- 
tain details  in  the  adjustments,  rather  than  to  testi- 
mony on  your  part  that  you  now  know  definitely 
that  no  adjustment  should  have  been  made? 

Mr.  Brody:  I  object  to  that  as  argumentative, 
your  Honor. 

The  Court:    Objection  overruled. 

A.  Well,  there  still  doesn't  appear,  in  my  esti- 
mation, to  be  any  justification  for  changing  the  fig- 
ures. There  is  nothing  in  the  records  to  indicate 
why  they  should  be  changed. 

Q.  (By  Mr.  Cox) :  You  do  not  now,  beginning 
in  1950  and  continuing  to  1954,  find  any  reason  for 
the  adjustment,  do  you? 

A.  I  think  I  testified  that  I  thought  that  this 
$17,000  accounted  for  why  the — there  is  a  negative 
cash  balance  in  the  general  ledger,  and  that  it  was 
adjusted  in  1950,  after  we  started  our  work. 

Q.  As  to  the  items,  however,  of  accounts  receiv- 
able, [2108]  wholesale  sales,  cash  collections  or  ac- 
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counts  receivable,  and  the  other  items  which  Mr. 
Brody  went  over  with  you  on  redirect,  your  testi- 
mony is  that  starting'  at  a  later  point,  and  working 
back  into  the  books,  you  have  not  found  an  ex- 
lolanation  for  these  adjustments'?  A.     No. 

Q.  But,  is  it  your  testimony,  working  from  the 
point  where  you  started,  that  there  was  in  fact  no 
basis  for  any  adjustments? 

A.     I  have  never  been  able  to  find  one. 

Q,  Is  it  your  testimony  that  there  may  not  have 
been  a  basis  for  adjustment  which  was  made  at  that 
time? 

A.  I  have  pointed  out  where  the  differences  ex- 
isted. 

Q.  Yes,  we  have  been  over  that  several  times, 
Mr.  Gorans. 

A.  And  whether  or  not  there  is  any  reason  why 
the  difference  existed. 

Q.  But,  either  of  your  own  knowledge,  or  based 
on  anything  you  have  discovered  in  your  investiga- 
tion, are  you  here  able  to  tell  the  Jury  that  there 
was,  in  fact,  no  reason  to  make  adjustment  to  the 
various  accounts  with  respect  to  the  various  items 
you  have  testified  to?  [2109] 

A.  I  think  I  have  already  said  I  could  find  no 
reason  for  it. 

Q.  You  have  said  that  several  times.  I  am  ask- 
ing you  whether  you  are  able  to  testify  that  there 
may  not  have  been  a  reason  for  such  an  adjustment? 

A,     There  might  have  been  a  reason  for  it. 

Q.     Now,  I  believe  you  testified,  Mr.  Gorans,  that 
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the  books  and  records  which  you  found  in  this  in- 
vestigation were  not  adequate  for  Mr.  Forster's  en- 
terprises ? 

A.  Well,  they  could  not  have  been  adequate  or 
you  wouldn't  find  these  differences  in  existence. 

Q.  Will  you  just  answer  the  question,  Mr. 
Gorans?  You  testified,  didn't  you,  that  they  were 
not  adequate?  A.     Yes. 

Q.  Novv^,  did  you  intend  to  limit  that  testimony 
to  the  ledger  operations  like  Issaquah  Creamery 
and  Alpine  Dairy,  or  do  you  think  that  is  equally 
true  of  the  smaller  ones  like  Finstad  and  Utgard 
and  Renton  Ice  Cream  and  Puyallup  Creamery? 

A.  I  think  back  to  some  of  the  things  that  we 
found  in  those  records  when  we  first  started  work- 
ing on  them  and  we  immediately  changed  them  so 
that  w^e  would  get  information  that  would  give  us 
the  correct  results.  [2110] 

Q.  Did  you  find,  as  a  broad,  general  sweeping 
generalization,  such  as  you  have  made  here,  that 
the  system  of  books  and  records  at  Finstad  and 
Utgard  was  inadequate  for  the  purpose  of  that 
business  ? 

A.  I  don't  recall  any  big  change  that  was  made 
in  those  records  for  that  company. 

Q.  Well,  now^,  how  about  Renton  Ice  and  Ice 
Cream  Company,  was  the  system  that  existed  there 
generally  adequate  to  reflect  income  and  expenses 
to  be  charged  against  income? 

A.     That  one  was  fairly  well — the  records  here 

Q.     How  about  Simonson  and  Forster? 
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A.     It  seems  to  me   on  Simonson  and  Forster 

there  was  something  on  accomits  receivable  that 

(Whereupon,  there  was  a  brief  pause.) 

Q.  Was  that  some  specific  mistake  you  found 
or  some  underlying  inadequacy? 

A.  It  was  the  imderlying  way  in  which  the  rec- 
ords were  kejDt. 

Q,  They  were  kept  there  differently,  were  they, 
than  at  the  other  two  corporations? 

A.     Yes,  they  did  not  have  the  same  system. 

Q.  I  believe  in  Mr.  Brody's  examination  that  he 
asked  you  about  some  other  records  that  were 
needed.  [2111] 

Isn't  it  correct  that  the  only  completely  separate 
record  that  you  suggested  was  the  maintenance  of 
a  general  journal? 

A.  I  think  that  is  the  only  one  I  suggested  at 
the  time. 

Q.     Isn't  it 

A.  (Interposing)  :  Yes,  that  is  the  only  one  I 
could  think  of  at  the  moment. 

Q.  Isn't  it  true  of  any  of  these  books  that  they 
had  a  place  to  record  receipts  from  sales? 

A.     That  is  right. 

Q.  And  they  had  a  jDlace  to  charge  expenses  paid 
out  for  the  purchase  of  materials  for  the  operation 
of  their  trucks  and  for  the  maintenance  of  office 
and  pUmt  and  for  the  payment  of  payrolls  and  all 
the  other  normal  expenses  of  the  business  ? 

A.  Well,  they  had  one  record  for  recording  most 
of  the  disbursements  in,  ami  they  liad  a  separate 
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payi'oll  record  on — for  Alpine  Dairy  and  Issaquah 

Creamery  Company. 

Q.  Isn't  it  true,  really,  Mr.  Gorans,  that  the 
troul)le  was  not  so  much  with  the  adequacy  or  in- 
adequacy of  the  books  and  records  as  a  system,  but 
with  the  way  in  which  material  was  entered  or  not 
entered  in  them?  [2112] 

A.  Well,  I  think  it  gets  down  to  part  of  it  lies 
with  the  way  in  which  the  information  was  entered 
in  the  records  and  the  lack  of  general  supervision 
over  the  records. 

Q.  If  the  information  had  been  properly  entered 
in  the  records  with  or  without  supervision,  the 
books  and  records  would  have  been  sufficient  to  re- 
flect all  the  income  of  these  enterprises  and  all  the 
expenses  of  the  enterprises  f 

A.     They  could  have  all  been  placed  in  there. 

Q.  I  believe  you  testified  also  on  Mr.  Brody's 
redirect  examination  that  as  to  the  subsidiary  rec- 
ords that  the  ones  that  you  checked  were  correct? 

A.    May  I  have  that  question  again? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  Keesling:  If  the  Court  please,  what  does  he 
mean  by  the  ''subsidiary  records"? 

Mr.  Cox:     I  don't  know,  the  witness  testified. 

The  Witness:  I  don't  think  I  testified  to — I  said, 
so  far  as  the  subsidiary  records  were  concerned,  I 
did  not  find  anything  wrong,  but  I  said  to  go  back 
at  this  time  and  try  and  find  whether  we  are  cor- 


800  Hans  Forster  vs. 

(Testimony  of  Gerald  E.  Gorans.) 

rect  at  this  time  would  be  an  impossible  thing  to 

undertake.   [2113] 

Mr.  Griffin:  I  think  the  witness  is  referring  to 
an  exhibit. 

Mr.  Cox:     A-34? 

The  Witness:     A-34. 

Q.  (By  Mr.  Cox) :  I  believe  Mr.  Brody  asked, 
and  you  answered  the  question  which  stated  that 
you  found  nothing  to  indicate  that  they  were  incor- 
rect? A.     On  these  particular 

Q.  (Interposing) :  That  the  subsidiary  rec- 
ords  

The  Witness:    The  subsidiary  records? 

Q.     (Continuing)  :    or  all  these  reports  were 

incorrect?  A.    I  didn't  cover  all  of  them. 

Q.  No,  but  your  testimony  was  to  the  ones  you 
checked  mth  respect  to  the  specific  differences. 

A.  With  respect  to  the  specific  differences  that 
I  testified  on  and  that  was  limited  to  Alpine 
Dairy 

Q.  Well,  let's  take  Alpine.  Is  that  there,  Mr. 
Gorans  ?  You  testified  to  certain  differences  between 
the  figures  included  in  the  reports  that  Mrs.  Wil- 
cox xorepared  and  the  figures  that  were  entered  in 
the  ledger  and  you  were  then  asked  whether  or  not, 
so  far  as  your  investigation  revealed,  the  subsidiaiy 
reports  and  documents  [2114]  were  correct? 

A.  And  I  think  that  I  said  tliat  I  did  not  find 
any  indication  tliat  they  were  not  correct. 

Q.    Yes;  now,  you,  however,  I  think  indicated  a 
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moment   ago   that   you   actually   didn't   make   any 

check  as  to  that? 

A.  No,  there  was  i^i'obably  over  one  thousand 
documents  that  were  used  in  preparing  this  infor- 
mation. 

Q.  That  is  the  point  I  want  to  bring  out.  You. 
didn't  go  back,  Mr.  Gorans,  did  you,  and  trace 
through  for  the  month  of  October,  1949,  the  way 
these  figures  got  on  the  report  from  the  drivers' 
tally  sheets  and  from  the  cashier  records  or  from 
the  other  subsidiary  documents  which  must  exist 
before  and  support  this*? 

A.     No,  I  did  not  go  back  on  those. 

Mr.  Cox:     That  is  all. 

Mr.  Keesling:     I  have  no  questions. 

Mr.  Brody:    Just  one  or  two  questions. 

Redirect  Examination 

Q.  (By  Mr.  Brody) :  If  all  the  information  in 
a  subsidiary  set  of  records  is  correctly  entered, 
thereon,  will  you  then  have  an  accurate  set  of  books 
if  that  information  is  not  then  accurately  trans- 
ferred to  the  general  ledger? 

A.  Well,  the  subsidiary  records  could  be  [2115] 
completely  accurate.  Unless  from  there  they  are 
put  into  the  general  ledger  in  accurate  and  proper 
form,  the  records,  the  final  record,  would  not  be 
accurate. 

Q.  And  what  is  the  final  and  authoritative  l)ook 
of  account  in  any  system  of  accounting? 

Mr.  Moriarty:     Objected  to  as  repetitious. 
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The  Court :    Didn't  you  cover  that  before  ? 

Mr.  Brody:  I  believe  so.  It  just  comes  up  in  con- 
nection with  this  matter. 

The  Court:    The  Court  will  sustain  the  objection. 

Q.  (By  Mr.  Brody)  :  Now,  so  far  as  your  ex- 
amination of  siumnary  records  of  Alpine  Dairy,  to 
which  you  have  testified,  is  concerned,  you  haven't 
any  reason  to  believe  that  those  records  do  not  cor- 
rectly reflect  the  transactions  of  Alpine  Dairy  for 
the  periods  which  they  represent? 

Mr.  Cox:    Objected  to  as  repetitious. 

The  Court:     Objection  sustained. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  Brody) :  Do  you  have  Exhibit  16 
there,  Mr.  Gorans?  A.     16? 

Q.     I  think  it  is  this  tape.  [2116] 

Mr.  Grifan:     A-16. 

Q.  (By  Mr.  Brody  continuing)  :  Now,  showing 
you  Exhibit  A-16,  consisting  of  certain  tapes,  and 
a  slip  headed  "Inventory",  would  the  transfer  of 
the  totals  from  the  tape  into  a  book  of  account  nec- 
essarily require  accounting  skill? 

Mr.  Moriarty:  Objected  to  as  not  proper  re- 
direct. 

Mr.  Brody:  Well,  it  is  a  subject  gone  into  by 
Mr.  Cox  as  to  the  transfer. 

The  Court:    Objection  overruled. 

A.  Well,  when  the — everything  is  sufficiently 
marked,  there  isn't  any  skill  involved  in  transcrib- 
ing that,  to  another  set  of  records. 
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Q.  (By  Mr.  Brody) :  Would  it  be  iDossible  for 
a  clerk  to  do  that  work?  A.    Yes. 

Q.  And,  so  far  as  the  keeping'  of  a  general 
ledger  is  concerned,  is  it  consummate  with  the  re- 
sponsibility of  keeping  the  general  ledger  to  trans- 
fer figures  from  a  tape  like  A-16  directly  without 
further  inquiry? 

Mr.  Cox:     Object  to  the  form  of  the  question. 

Mr.  Moriarty:     Improper  redirect. 

Mr.  Cox:  Improper  redirect,  no  basis  laid  for 
the  expression  of  any  opinion. 

The  Court:  Well,  the  form  of  the  question  may 
])e  objectionable.  Sustained  on  that  ground. 

Q.  (By  Mr.  Brody  continuing)  :  In  transferring 
information  from  a  tape  such  as  Exhibit  A-16  into 
a  general  ledger,  does  the  general  ledger  accoimtant 
have  any  responsibility  to  examine  the  items  con- 
tained on  the  tapes? 

Mr.  Cox :  Object  to  the  responsibility  from  which 
the  mtness  testified  he  is  unable  to  answer. 

Mr.  Keesling:     He  is  an  expert  Avitness. 

Mr.  Cox:     Expert  on  the  responsibility? 

The  Court:  If  he  can  answer,  he  may.  Objection 
overruled. 

A.  Well,  I  would  say  that  ho  had  responsibility 
to  make  sure  that  the  information  contained  on 
these  tapes  was  proper,  and  that  it  was  properly 
charged  to  the  respective  expense  accounts  as  shown 
here. 

Q.  (By  Mr.  Brody)  :  And  would  there  be  any 
responsibility  on  the  part  of  the  person  transfer- 
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ring  information  from  a  simimary  like  Defendants' 
Exhibit  A-16  to  a  general  ledger — would  there  be 
any  responsibility  in  that  person  for  the  accounting 
[2118]  systems  which  produced  the  information 
contained  in  A-16? 

Mr.  Moriarty:  Tliis  is  outside  the  scope  of  ex- 
pert opinion,  if  your  Honor  please,  and  certainly 
not  proper  redirect. 

The  Court:  The  Court  will  sustain  objection  to 
this  question. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  Brody  continuing)  :  In  your  testi- 
mony, Mr.  Gorans,  concerning — in  the  respect  to 
the 

Mr.  Keesling  (Interposing)  :    Louder,  please. 

Q.  (By  Mr.  Brody  continuing) :  In  response  to 
Mr.  Cox's  questions  concerning  the  charging  of 
personal  expense,  such  as  the  expense  for  advertis- 
ing, Avhich  was  specifically  mentioned,  in  transfer- 
ring the  figure  on  the  tai^e  on  an  exhibit  like  A-16 
to  the  general  ledger,  does  the  accountant  who  makes 
the  transfer  have  any  responsibility  to  determine 
the  nature  of  the  figure  which  he  is  entering  in  his 
general  ledger? 

Mr.  Cox:     Objection. 

Mr.  Moriarty:     Same  objection. 

The  Court:  Now,  what  do  you  mean  ''responsi- 
bility" ?.  What  are  you  getting  to,  Mr.  Brody? 

Mr.  Brody:  Well,  Mr.  Cox  has  a  simple  ]ioint 
which  he  is  trying  to  make,  and  that  is  tliat  a  tape 
with  summary  figures  reveals  only  summary  figures 
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and  classifications,  perhaps  titles  and  numbers  which 
are  indicative  of  those  classifications,  and  he  would 
like  to  have  us  believe  that  an  accountant  who  keeps 
the  general  ledger  simply  takes  those  tapes  from  a 
bookkeeper  and  enters  them  in  a  general  ledger  and 
that  is  accounting. 

I  want  to  ask  Mr.  Gorans,  who  is  an  experienced 
accountant  and  an  expert,  if  an  accountant — who 
keeps  the  general  ledger  and  goes  out  to  a  place 
of  business  and  is  given  a  tape  like  this  and  sees 
summary  figures — if  he  has  any  further  responsi- 
bility? 

It  seems  to  me  to  go  right  to  the  heart  of  a 
very  serious  issue  in  this  case,  and  one  that  cannot 
be  skimmed  over  by  simply  comparing  figures  on  a 
tape  with  a  ledger  which  cannot  be  taken  out  of 
the  case  by  technical  objection  as  to  whether  this 
witness  can  express  an  opinion  as  to  what  account- 
ants are  supposed  to  do  in  the  exercise  of  their 
profession. 

Mr.  Moriarty:  He  isn^t  qualified  as  the  keeper 
of  the  general  conscience,  either. 

The  Court:  This  question  is  to  be  determined  by 
the  Jury,  Mr.  Brody,  I  take  it.  [2120] 

Mr.  Brody :  Unless  a  professional  accountant  can 
give  his  opinion  as  to  what  these  responsibilities 
are,  and  certainly  Mr.  Cox  is  entitled  to  bring  ac- 
countants in  who  will  testify  to  that  matter,  if  we 
can  have  no  testimony  as  to  standards  of  care,  the; 
Jury  will  be  uninformed  as  to  whether  or  not  there 
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is  a  breach  of  that  standard  care.  It  is  only  by 

showing  the  standard  in  Court 

The  Court  (Interposing) :  This  mtness,  when 
you  asked  before  on  redirect,  was  unable  to  give  a 
standard  that  would  be  applicable  to  the  situation; 
isn't  that  correct? 

Mr.  Moriarty :  And  he  also  added,  if  your  Honor 
please 

The  Court  (Interposing) :  Aren't  you  getting 
back  to  that  question. 

Mr.  Moriarty:  And  he  also  said  that  the  respon- 
sibility depends  on  the  agreement  between  client 
and  accountant.  This  is  calling  for  his  general  con- 
science research  on  the  subject  of  ^'"V\^iat  is  my 
duty?" 

Mr.  Griffin:  Let  the  record  now  show,  at  this 
point,  that  the  Government  is  doing  its  best  to  sus- 
tain Mr.  Taylor's  accounting. 

Mr.  Cox:  The  record  will  show  what  Mr.  Mori- 
arty said.  [2121] 

Mr.  Moriarty:    We  stand  on  the  record. 

The  Court:    Just  a  moment. 

Mr.  Brody:  Let  us  simply  ask  this  witness  if  he 
has  an  opinion  on  the  matter  of  this  responsibility. 

Mr.  Cox:    Is  it  a  qualified  opinion? 

The  Court :  Well,  the  question  asked  l)ef ore  when 
you  were  asking  questions  on  redirect  before  was 
as  to  certain  standards  that  he  was  aware  of.  As  an 
expert,  he  presumably  might  be  able  to  testify  to 
some  matter  of  standard  or  custom  in  bis  profes- 
sion. 
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Now,  whether  that  may  be  applicable  to  this  situ- 
ation is  another  question,  but,  first  of  all,  he  would 
have  to 

Mr.  Brody:  (Intei-posing)  Well,  I  have  planned 
this  in  that  direction. 

The  Court:  (Continuing)  ask  for  his  knowl- 
edge of  the  standards,  if  there  be  any,  and  that  was 
the  question  we  didn't  make  any  progress  with 
earlier. 

Mr.  Le  Sourd:  If  your  Honor  please,  we  have 
been  over  that  thing  earlier,  and  the  witness  stated 
there  was  no  standard  applicable  to  accountants. 

The  Court:    That  is  my  recollection. 

Mr.  Moriarty:  It  would  be  his  personal  opinion 
of  his  conscience. 

The  Court:  The  Court  will  sustain  the  objec- 
tion. [2122] 

Q.  (By  Mr.  Brody) :  Now,  if  as  a  matter  of 
fact,  on  a  tape  such  as  A-16,  if  personal  items  are 
included  as  expenses,  should  that  fact  appear  in  the 
accounting  record? 

Mr.  Moriarty:    Are  you  referring  to  A-IS? 

Mr.  Brody:     16. 

Q.  (By  Mr.  Brody  continuing)  :  I  am  asking  if 
that  fact  should  be — entry  should  be  made  apparent 
in  the  accounting  records'? 

A.     Personal  expenses  should  be  made  apparent. 

Q.  Should  the  fact  that  they  are  personal  ex- 
penditures  

A.  (Interposing)  That  should  be  made  apparent 
some  place. 
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Q.  And  should  that  at  some  place  be  taken  out 
of  the  company  records? 

A.  They  shouldn't  be  taken  out  of  company 
records. 

Q.     How  should  they  be 

A.  (Interposing)  It  is  just  a  matter  of  how  they 
are  recorded  in  the  end.  You  might  say  the  end 
product  of  the  records. 

Q.  And  what  steps  should  l)e  taken  to  prevent 
their  being  charged  as  a  comjoany  expense? 

Mr.  Moriarty:  Objected  to  as  not  proper  [2123] 
redirect. 

Mr.  Brody :  This  is  precisely  the  matter  that  Mr. 
Cox  went  into. 

Mr.  Moriarty:  You  are  going  around  to  circum- 
vent the  Court's  ruling. 

Mr.  Griffin:  May  I  suggest,  if  the  Court  please, 
that  Mr.  Cox  examined  this  specifically  as  to  A-16 
and  used  the  advertising  figure  on  it. 

The  Court:    I  recall. 

Mr.  Griffin :  And  that  is  what  we  are  going  into 
specifically. 

The  Court:    I  will  overrule  the  objection. 

Mr.  Brody :    Will  the  reporter  read  the  question  ? 

The  Court:    Mr.  Reporter,  read  the  questiou. 

(Whereupon,  preceding  question  was  read 
by  the  reporter.) 

A.  Well,  if  the  item  has  been  recorded  or  paid 
by  company  check  and  recorded,  then  it  is  some- 
one's responsibility  to  review  these  disbursements 
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to  see  that  they  are  projjerly  recorded  in  the  check 

register. 

Q.  (By  Mr.  Brody) :  And  where  a  general 
ledger  is  kept,  whose  responsibility  is  that? 

Mr.  Moriarty:  Same  objection,  if  your  Honor 
please.  [2124] 

Mr.  Cox:     Same  objection. 

The  Court:  It  seems  to  me  that  the  witness  has 
stated  "someone's  responsibility."  It  seems  before 
he  can  state  whose  responsibility,  it  seems  that  we 
get  right  back  to  the  other  question,  and  I  will  sus- 
tain the  objection. 

Mr.  Brody:    May  I  ask  a  preliminary  question? 

Q.  (By  Mr.  Brody) :  In  a  situation  where  you 
have  subsidiary  books  of  account  and  a  general 
ledger,  with  specific  reference  to  the  manner  of 
charging  items  of  expense,  is  there  a  standard  or 
public  accounting  rule  as  to  who  is  ultimately  re- 
sponsible for  the  proper  charging  of  those  elements 
of  expense? 

Is  there  such  a  rule? 

Mr.  Cox:     Object  to  the  question  as  repetitious. 

Mr.  Brody:  If  the  answer  is  affirmative,  we  have 
a  basis. 

Mr.  Cox:  If  the  answer  is  affirmative,  he  knows 
now  and  didn't  know  this  morning. 

The  Court:  That  is  a  matter  for  the  Jury.  The 
Court  will  permit  the  answer  to  this  question. 

A.  I  think  there  is  a  general  rule.  There  is  no 
— to  my  knowledge,  there  is  no  law  or  legal  ap- 
proach to  the  subject.  [2125] 


810  Hans  Forster  vs. 

(Testimony  of  Gerald  E.  Gorans.) 

Q.     (By  Mr.  Brody)  :    What  is  the  general  rule? 

Mr.  Cox:  First,  where  does  the  general  rule 
come  from? 

The  Witness:  I  think  you  can  find  it  in  text- 
books on  accounting. 

Q.  (By  Mr.  Brody) :  In  other  words,  is  the 
general  rule  a  usage  or  custom  of  the  accoimting 
profession  ? 

Mr.  Moriarty:  I  object  to  basing  answers  on 
hearsay. 

Mr.  Brody:    As  an  expert. 

The  Court:  He  is  being  asked  the  question  as 
a  certified  public  accountant  as  to  practices  or 
standards  of  accountancy,  and  if  he  knows,  he  may 
answer. 

A.  Well,  my  experience  has  been  whoever  the 
person  that  is  responsible  for  the  general  ledger  is 
the  person  responsible  for  seeing  the  items  are 
properly  recorded  in  the  general  ledger,  no  matter 
how  far  back  down  the  line  in  subsidiary  records 
he  has  to  go. 

Mr.  Brody:    No  further  questions. 

Mr.  Keesling:  No  questions,  your  Honor,  if 
there  are  none  further  from  other  counsel. 

Mr.  Cox:    We  have  no  questions. 

Mr.  Moriarty :  We  will  reserve  the  matter  [2126] 
discussed  with  the  Court. 

The  Court :    Yes,  this  one  question. 

Mr.  Patten:  Aside  from  that,  we  have  no  fur- 
ther questions,  your  Honor. 

Mr.  Keesling:    I  will  wait  until  he  is  finished. 
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Mr.  Cox:  You  have  no  questions  at  this  point 
on  anything  covered  by  Mr.  Brody? 

Mr.  Keesling:    I  have  no  questions. 

The  Court:  Now,  your  examination  is  as  to  the 
matters  covered  by  Mr.  Brody? 

Mr.  Cox:    That  is  right,  your  Honor. 

Recross  Examination 

Q.  (By  Mr.  Cox)  :  Mr.  Gorans,  you  testified 
that  an  accoimtant  has  the  responsibility  for  deter- 
mining the  correctness  of  figures  posted  from  sub- 
sidiary records  to  the  general  ledger? 

A.  That  is  the  only  way  he  can  know  the  figures 
he  is  using  are  correct. 

Q.     Just  answer  the  question. 

He  has  the  responsibility  for  determining  they 
are  correct? 

A.     That  is  right. 

Q.  Determination  involves  some  affirmative  act; 
he  is  going  to  have  to  go  out  and  ask  somebody  or 
look  [2127]  at  the  records? 

A.     That  is  right. 

Q.  Is  it  your  contention  that  it  is  the  responsi- 
bility of  the  person  keeping  the  general  ledger  to 
conduct  a  detailed  audit  every  month  to  determine 
every  figure  given  to  hun  which  he  has  no  reason 
to  believe  is  false? 

A.     Conduct  a  detailed  audit? 

Usually  the  person  who  keeps  a  general  ledger 
will  design  the  subsidiary  records  and  instruct  the 
people  keeping  them  so  that  the  information  he  gets 
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comes  in  in  the  proper  order.   If  lie  has  any  ques- 
tion or  doubt  in  his  mind  as  to  whether  or  not  it  is 
coming  in  in  a  proper  order,  then  he  should  go 

Q.  (Interposing)  If  he  has  any  doubt;  how  does 
a  dou])t  arise  from  a  figure  ''advertising,  so  many 
dollars"  on  a  tape  given  him?  What  is  it  that  cre- 
ates a  doubt  in  his  mind  to  determine  that  that 
figure  is  correct? 

A.  Well,  the  figure  in  itself  would  not  necessa- 
rily cause  him  to  have  any  doubts. 

Q.  What  does?  He  has  a  figure  that  says,  "Ad- 
vertising, so  many  dollars,  account  for  such  and 
such,"  does  the  figure  advertising  or  reference  to 
the  account  number,  create  a  doubt? 

A.     No.  [2128] 

Q.  What  creates  the  doubt  that  gives  rise  to  the 
resx)onsi]3ility  to  determine  that  this  is  a  correct 
figure  ? 

A,  Well,  so  far  as  these  particular  things  are 
concerned,  the  only  thing  that  I  have  seen  that 
would  give  rise  to  doubt  is  the  way  he  was  record- 
ing accounts  receivable  for  Alpine  Dairy,  and  there 
is  no  amount  on  that  for  this  particular  tape. 

Q.  Mr.  Gorans,  if  you  please,  I  fail  to  see  the 
connection  between  accounts  receivable  of  Alpine 
Dairy  and  Issaquah  Creamery. 

Mr.  Griffin:  If  the  Court  please,  what  counsel 
sees  is  immaterial.  Let's  have  the  question. 

Mr.  Cox:    I  had  a  question. 

The  Court:  The  last  question  has  not  been  an- 
swered. 
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Mr.  Cox:    It  lias  not  been  answered. 

The  Court :    Mr.  Reporter,  read  the  question. 

(Whereupon,  the  following  question  was  read 
by  the  reporter.) 

"What  creates  the  doubt  that  gives  rise  to  the 
responsibility  to  determine  that  this  is  a  correct 
figure?" 

The  Court:  Is  that  answer  in  the  record?  I 
believe  it  is. 

(Whereupon,  the  following  answer  was  read 
by  the  [2129]  reporter:) 

"Well,  so  far  as  these  i^articular  things  are  con- 
cerned, the  only  thing  that  I  have  seen  that  would 
give  rise  to  doubt  is  the  way  he  was  recording  ac- 
counts receivable  for  Alpine  Dairy,  and  there  is  no 
amount  on  that  for  this  particular  tape." 

The  Court :  Let's  have  the  next  comment  or  ques- 
tion from  Mr.  Cox. 

(Whereupon,  the  following  question  was  read 
by  the  reporter.) 

''Mr.  Gorans,  if  you  please,  I  fail  to  see  the  con- 
nection between  accoimts  receivable  of  Alpine  Dairy 
and  Issaquah  Creamery." 

Mr.  Cox:  It  is  a  question  to  which  there  has  not 
been  a  direct  answer.   I  would  like  to  have  it. 

The  Court:    This  one  you  start  with  now? 

Mr.  Cox:  The  question  which  I  asked  to  which 
he  started  to  answer,  and  I  made  my  comment. 

The  Court:  That  is  the  answer  you  wish  read? 
We  will  read  the  answer. 

Mr.  Cox:    No,  I  wish  him  now  to  give  an  answer 
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to  the  question. 

Mr.  Griffin :  He  answered  it.  If  you  want  it  read, 
all  right. 

The  Court :    Mr.  Reporter,  read  the  answer. 

(Whereupon,  the  following  answer  was  read 
by  the  reporter.) 

"Well,  so  far  as  these  particular  things  are  con- 
cerned, the  only  thing  that  I  have  seen  that  would 
give  rise  to  doubt  is  the  way  he  was  recording  ac- 
counts receivable  for  Alpine  Dairy,  and  there  is 
no  amoiuit  on  that  for  this  particular  tape." 

Mr.  Cox:    I  will  rephrase  the  question. 

Q.  (By  Mr.  Cox)  :  Mr.  Gorans,  confiniug  your 
answer  to  the  item  of  advertising  on  A-16,  what  is 
there  to  create  a  doubt  which  gives  rise  to  a  re- 
sponsibility to  determine  that  that  figure  is  correct? 

Mr.  Griffin :  I  submit  that  that  is  repetitious  and 
object  to  it.  He  answered  it  prior  to  the  last  ques- 
tion. 

Mr.  Keesling:  I  object  to  it  because  when  he 
put  the  question  on  advertising  before,  I  ol^jected 
then  and  it  is  purely  hypothetical.  Now,  he  is  try- 
ing to  pin  him  down  to  a  previous  hypothetical 
question. 

The  Court:     Objection  overruled. 

Q.  (By  Mr.  Cox  continuinc:) :  Will  you  answer 
the  question? 

A.  I  think  I  answered  it  before,  that  the  [2131] 
particular  figure  for  advertising  shown  on  here, 
there  is  nothing  in  $315.35  that  would  cause  you 
to  have  any  question. 
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Q.  I  understood  you,  Mr.  Gorans,  in  response 
to  a  question  by  Mr.  Brody  to  say  that  there  was  a 
responsibility  on  the  man  who  kept  the  general 
ledger  who  got  a  tape  of  this  kind  to  determine 
that  the  figure  is  a  correct  one ;  isn't  that  true  ? 

A.     That  is  correct. 

Q.  And  then,  on  my  cross-examination,  you  say 
that  having  set  up  the  system  and  instructed  the 
people  on  how  to  enter  these  things,  he  must  check 
this  if  something  comes  up  to  arouse  his  suspicions, 
isn't  that  correct? 

Mr.  Griffin:  I  object  to  the  form  of  the  ques- 
tion.  It  is  argumentative  and  has  been  covered. 

The  Court:    Objection  sustained. 

Mr.  Cox:  If  the  Court  please,  if  he  testifies  to 
one  thing  on  examination  for  Mr.  Forster  and 
something  else  to  my  cross-examination,  I  don't 
think  he  can  retreat  to  the  position  he  had  formerly 
taken  with  Mr.  Brody. 

The  Court:  I  think  you  have  covered  it  back 
and  forth.  I  think  the  Jury  can  determine  from 
the  answers  given  and  reach  a  conclusion.  [2132] 

Mr.  Moriarty:     Mr.  Cox,  it  is  time  for  recess. 

The  Court:     Do  you  have  some  more  questions? 

Mr.  Cox :    I  have  some  more  questions. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  take  the  mid-afternoon  recess. 

The  Court  calls  your  attention  to  the  admonition 
given  on  similar  occasions  and  asks  that  you  heed 
that  admonition  on  this  occasion. 

You  may  now  be  excused. 


816  Hans  Forster  vs. 

(Testimony  of  Gerald  E.  Gorans.) 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

(Whereupon,  at  2:48  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  3:03  o'clock  p.m.  March  24,  1954, 
at  which  time,  counsel  and  defendants  hereto- 
fore noted  being  present,  the  following  pro- 
ceedings were  had,  to-wit:) 
The  Court :    You  may  call  the  Jury. 

(Whereupon,  the  Jury  Avas  returned  to  the 
Courtroom.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  July  and  all  Defendants 
are  present  in  the  courtroom?    Mr.   Griffin?    Mr. 
Moriarty? 

Mr.  Griffin:    Yes,  your  Honor.  [2133] 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    Please  proceed,  Mr.  Cox. 
Q.     (By  Mr.  Cox) :    I  believe,  Mr.  Gorans,  your 
concluding  statement  under  Mr.  Brody's  examina- 
tion as  to  the  responsibility  of  the  man  maintaining 
the  general  ledger  was  that  he  is  responsible  for 
the  correctness  of  these  entries,  no  matter  how  far 
back  he  may  have  to  go  to  determine  that  they  are 
correct?  A.     That  is  coiTect. 

Q.    When  you  start  looking  back  behind  the  fig- 
ures given  you  in  connection  with  the  keeping  of 
the  books,  you  are  on  the  way  to  an  audit  ? 
A.     Not  necessarily. 

Q.     Isn't  an  audit  the  matter  of  checking  sup- 
porting detail? 
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A.  That  is  one  of  the  terms  for  auditing,  review- 
ing something  someone  else  has  looked  at,  but  gen- 
erally, an  audit  is  thought  of  today  as  an  indeioend- 
ent  verification  of  the  assets  and  liabilities  outside 
of  all  of  those  as  much  as  possible  to  do. 

Q.  Something  quite  independent  from  any  veri- 
fication of  the  accuracy  of  the  books  themselves? 

A.     I  am  not  sure  I  can  answer  that  question. 

Q.  Well,  let  me  put  it  this  way,  Mr.  Gorans: 
Wasn't  [2134]  it  part  of  the  purpose  of  the  audit 
conducted  by  Touche,  Niven,  Bailey,  and  Smart, 
for  which  your  firm  has  been  paid,  according  to 
the  testimony,  seventy  thousand  dollars,  to  deter- 
mine whether  or  not  entries  were  accurately  made 
in  the  books'? 

A.  No,  our  audit  was  to  determine  what  the 
assets  and  liabilities  of  Mr.  Forster's  companies 
were  as  of  May  31,  1950. 

Q.  And  how^  did  you  get  to  the  point  of  finding 
out  there  were,  you  say,  discrepancies  between  cer- 
tain reports  received  from  Alpine  Dairy,  and  the 
v/ay  they  were  entered  in  the  ledger  if  your  only 
concern  was  to  determine  net  worth  as  of  that  date? 

A.     That  is  all  it  was  at  that  time. 

Q.  You  could  have  determined  net  worth  by  a 
determination  simply  of  his  then-existing  assets 
and  then  existing  liabilities? 

A.  You  could  determine  his  net  worth  as  of 
that  date,  yes. 

Q.  But  you  have — the  entire  basis  of  your  testi- 
mony is  that  you,  in  the  course  of  this  investiga- 
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tion — you  went  through  the  books  maintained  in 

all  these  enterprises  extensively,  didn't  you? 

A.  Well,  one  thing  we  had  to  go  through  them 
extensively  to  determine  what  fixed  assets  there 
Avere.  The  [2135]  other  thing,  we  went  through 
them  quite  extensively  when  we  started  working 
with  Mr.  Marx  to  determine  some  way  of  breaking 
down  this  increase  in  net  worth  by  year  for  the 
various  companies. 

Q.  All  right,  now  suppose,  for  the  sake  of  argu- 
ment, that  there  exists  on  the  man  who  maintains 
the  general  ledger  a  responsibility  for  tracking 
down  this  figure  on  advertising  for  which  he  has 
no  apparent  reason  to  have  suspicion. 

Isn't  it  true  that  his  first  step  would  be  to  go  ]:)ack 
and  look  at  the  detail  in  the  journal,  the  cash  dis- 
bursement journal,  of  which  exhibit  264  is  an  ex- 
ample, to  find  what  made  up  that  figure  on  ad- 
vertising? A.     That  is  right. 

Q.  And  then,  when  he  goes  back  to  the  journal, 
he  finds  in  a  column  listed  "Miscellaneous,"  several 
hundred  figures,  some  of  which  have  opposite  "Ac- 
count 23"  for  advertising? 

A.     That  is  correct. 

Q.  Now,  it  is  not  enough  that  he  now  segregates 
all  these  items  with  the  No.  23  opposite  them  and 
totals  them  and  determines  that  they  come  up  to 
the  figure  that  is  on  the  adding  machine  tape;  he 
now  has  to  inspect  those  items  individually,  doesn't 
he,  to  find  out,  according  to  [2136]  your  standard 
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of  responsibility,  whether  any  one  of  those  by  mis- 
take might  have  been  a  personal  expenditure? 

A.  Well,  he  could  very  easily  do  that  by  just 
looking  at  the  cheeks  that  had  been  written  during 
the  year,  or  during  the  month;  he  wouldn't  have 
to  take  and  sort  these  things  out  and  find  out  which 
ones  are  advertising,  and  then  go  back  and  try 
and  locate  it  at  that  time. 

Q.  Of  course,  if  he  just  looked  at  the  cancelled 
checks,  can  he,  Mr.  Gorans,  be  sure  which  ones  were 
charged  to  advertising? 

A.     The  position  in  the  cash  disbursements 

Q.  (Interposing)  In  the  journal,  that  is  where 
we  were.  Looking  at  the  column  '^ Miscellaneous" 
and  we  find  ten  items  with  No.  23;  now,  he  has  to 
go  further,  and  he  has  determined  that  total  $310 
or  whatever  the  figure  is,  he  has  to  look  at  each 
of  those  ten  items  in  the  journal  to  determine  to 
whom  the  payment  was  made? 

A.  If  he  is  going  to  find  out — break  down — look 
at  each  item,  yes. 

Q.  All  right;  and  when  he  looks  there  in  the 
journal  what  he  finds  is  the  name  of  the  payee,  a 
date  and  the  amount,  isn't  it? 

A.     That  is  right. 

Q.  He  doesn't  find  any  statement  of  what  the 
purpose  [2137]  of  the  expenditure  was,  does  he? 

A.     No. 

Q.  And,  I  believe  that  you  heard  the  testimony 
of  Mr.  Eppler,  didn't  you,  that  any  one  of  these 
expenditures  could  have  been  a  proper  business  ex- 
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penditiire  so  far  as  the  name  of  the  payee  alone 

is  concerned? 

A.  Some  of  them  would  be  very  unusual  busi- 
]iess  expenditures. 

Q.  All  right;  let's  suppose  he  is  still  suspicious, 
although  you  have  given  us  no  reason  for  his  initial 
suspicion  that  led  him  l^ack  of  the  figure  for  ad- 
vertising, and  he  undertakes  to  determine  what 
these  x)a.yments  were  made  for. 

Now,  how  does  he  go  about  that? 

A.    Looking  at  the  invoices. 

Q.  All  right;  and  he  looks  first,  does  he,  in  the 
business  files  of  invoices? 

A.  Well,  he  would — I  don't  know  where  they 
would  be. 

Q.  Would  they  be  filed  according  to  advertising, 
or  is  he  going  to  have  to  look  at  all  the  invoices 
until  he  finds  an  invoice  in  this  amount  and  naming 
the  payee  of  this  check? 

A.  I  think  in  this  instance  they  are  filed  by 
vendor.  [2138] 

Q.  All  right.  So,  if  he  found  a  check  here  made 
payable  to  the  Washington  Athletic  Club,  and  he 
wishes  to  find  out  whether  that  is  a  proper  advertis- 
ing expense,  he  looks  in  the  invoices  under  Wash- 
ington Athletic  Club?  A.    Eight. 

Q.  In  your  investigations,  Mr.  Gorans,  did  you 
find  that  the  supporting  invoices  for  all  these  checks 
which  were  issued  in  payment  for  personal  expenses 
were  maintained  in  tlu'  business  records  of  Issa- 
qiui.h  Creamery  and  Alpine  Dairy? 
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A.  We  found  there  were  a  lot  of  invoices  re- 
ceived back  in  the  early  years  that  were  not  avail- 
able in  1950. 

Q.  Did  you  find  instances  in  which  the  invoices 
for  the  personal  expenditures  were  in  the  business 
records  of  Issaquah  Creamery  and  Alpine  then? 

A.  I  think  there  was  one  of  them  brought  into 
evidence  here  from  the  Washington  Athletic  Club. 

Q.  And  that  was  in  the  records  maintained  in 
the  office  at  Issaquah? 

A.     I  believe  that  it  was. 

Q.  Now,  actually,  of  course,  the  man  who  wrote 
the  check  in  the  first  place  had  the  invoice  in  front 
of  him  so  that  he  knew  whom  to  make  it  payable  to, 
and  in  what  amount,  didn't  he?  [2139] 

A.    Yes. 

Mr.  Moriarty:    Did  you  answer? 

Mr.  Cox:    Yes. 

The  Witness :    Yes. 

Q.  (By  Mr.  Cox)  :  And  he  even  knew  the  rea- 
son for  the  payment  as  it  appeared  from  the  in- 
voice or  could  have  inquired  as  to  the  purpose;  is 
that  correct? 

Mr.  Keesling:  If  the  Court  please,  I  object  to 
the  hypothetical  situation.  It  is  mere  speculation. 

This  witness  has  no  way  of  knowing. 

The  Court:    It  seems  the  objection  is  well  taken. 

Mr.  Cox:  I  will  rephrase  the  question,  if  the 
Court  y)lease. 

Q.  CBy  Mr.  Cox  continuing)  :  Normally,  the  in- 
voice would  also  state  on  it  the  material  supplied. 
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or  the  service  furnished  for  which  the  charge  is 

made,  would  it  not? 

A.     Generally,  it  would. 

Q.  Now,  do  I  understand  your  testimony  to  be 
that  in  this  picture  of  affixing  responsibility,  there 
is  no  responsibility  on  the  man  who  writes  the 
check  to  see  that  it  is  properly  entered  in  the  jour- 
nal in  a  [2140]  way  which  reflects  the  purpose  of 
the  expenditure? 

A.  Well,  he  is  resi:)onsible  to  the  person  who  he 
is  furnishing  the  information  to. 

Q.  He  does  have  some  responsibility  then  a])out 
seeing  that  this  is  properly  entered  and  charged"? 

A.     I  don't  know  about  that. 

He  has  responsibility  to  the  person  supervising 
him. 

Q.  And  would  a  part  of  that  responsibility  be 
to  not  put  the  figure  23  opposite  miscellaneous  items 
in  the  column  that  were  not  advertising? 

A.     I  don't  think  I  understand  the  question. 

Q.     Put  it  the  other  way: 

His  obligation  is  to  properly  enter  in  the  miscel- 
laneous column  i]i  the  journal  the  account  number 
to  which  this  item  of  expenditure  should  be 
charged?  A.     If  he  knows  it. 

Q.  If  he  knows  it,  all  right;  and  it  would  bo  a 
breach  of  that  responsibility  if  he  entororl  it  in  an- 
other account,  wouldn't  it? 

A.     Tt  wouldn't  be  fulfilling  the  responsibility. 

Q.  Ts  there  a  difference  between  that  and  of  a 
breach  of  rr^sponsibility?  [2141] 
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Mr.  Griffin:  I  submit,  if  the  Court  please,  that 
these  questions  are  entirely  argumentative. 

The  Court:  I  will  sustain  objection  to  the  last 
question. 

Q.  (By  Mr.  Cox)  :  I  take  it,  Mr.  Gorans,  that 
in  your  standard  of  responsibility,  the  responsibil- 
ity for  checking  these  figures,  even  though  nothing 
has  arisen  to  create  suspicion  in  your  mind,  and 
to  go  back  so  far  in  the  records  as  it  may  be  neces- 
sary to  find  out  what  the  purpose  of  this  was,  ex- 
ists and  is  imposed  on  the  person  who  maintained 
the  general  ledger  quite  separate  and  apart  from 
what  he  may  be  paid  for  his  services,  or  from  what 
his  understanding  with  his  employer  may  be  as  to 
the  understanding  of  his  services'? 

A.  If  he  takes  on  the  responsibility  for  keeping 
the  general  ledger,  then  I  would  say  he  has  respon- 
sibility. If  his  remuneration  is  not  adequate,  then 
he  can  talk  to  the  person  who  employed  him  for  it. 

So  far  as  the  terms  of  responsibility,  whether 
you  can  take  on  a  general  ledger  with  a  limited 
responsibility,  I  don't  know.  In  my  opinion,  you 
can't. 

Q.  You  don't  know  whether  you  can  take  on  the 
responsibility  of  a  general  ledger  without  going 
into  all  of  this,  is  that  now  your  testimony?  [2142] 

A.    Well,  my  opinion  is  you  can't. 

Q.    WeU 

A.  (Interposing) :  Maybe  Mr.  Taylor  thought 
he  could, 

Q.     This,  then,  is  a  matter  of  your  individual 
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personal  oioinion,  Mr.  Gorans,  as  to  the  extent  of 

the  responsibility  of  the  man  who  keeps  the  ledger? 

A.     I  think  I  testified  to  that  a  long  time  ago. 

Q.    What  was  your  testimony? 

A.  The  fact  that  in  my  personal  opinion  the 
man  who  kept  the  general  ledger  was  responsible  to 
make  sure  that  the  information  coming  from  sub- 
sidiary records  was  given  to  him  properly,  and  if 
not,  he  was  to  correct  the  records  so  that  he  could 
record  them  in  the  general  ledger. 

Q.     Is  that  a  reponsibility  founded  in  law? 

Mr.  Moriarty:  I  object  to  it  as  not  x>roper  re- 
cross. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Cox)  :  Have  you  ever  discussed  the 
existence  or  extent  of  such  a  responsibility  with 
other  accountants? 

Mr.  Moriarty:     Same  objection. 

A.     I 

The  Court:    Objection  overruled.  [2143] 

A.     (Continuing) :     I  have. 

Q.     (By  Mr.  Cox):     Outside  your  office? 

A.  I  can't  think  offhand  of  any  time  of  particu- 
larly discussing  that  element  with  other  accountants 
right  now,  but  I  prolDably  have. 

Q.  A¥ell,  then,  this  testimony  of  yours  as  to  the 
existence  and  degree  of  this  responsibility  is  your 
personal  opinion,  confirmed  by  conversation  with 
members  of  your  finn? 

A.  Also  what  I  have  learned  from  studying  ac- 
counting, and  wliat  is  in  textbooks. 


United  States  of  America  825 

(Testimony  of  Gerald  E.  Gorans.) 
Mr.  Cox:     That  is  all. 

Recross  Examination 

Q.  (By  Mr.  Keesling)  :  Mr.  Gorans,  relative  to 
the  checks  that  Mr.  Cox  has  been  speaking  of  dur- 
ing the  Indictment  period,  there  was  no  voucher 
system  on  the  checks  issued,  is  that  correct?  Thej^ 
didn't  have  check-vouchers?  A.     No. 

Mr.  Moriarty:  Objected  to  as  improper  cross 
examination.  He  is  down  to  about  the  sixth  phase. 

Mr.  Keesling :  My  questioning  is  strictly  to  going 
behind  the  records  to  determine  from  the  checks 
what  was  on  them.  [2144] 

Mr.  Moriarty:  What  has  that  got  to  do  with 
vouchers?  There  was  no  testimony  to  vouchers. 

Mr.  Keesling:    Well,  my  point 

The  Court  (Interposing) :  I  take  it,  Mr.  Kees- 
ling, you  are  covering  matters  referred  to  by  Mr. 
Cox  in  the  last  examination? 

Mr.  Keesling:    Yes. 

The  Court:  The  Court  will  overrule  the  objec- 
tion. 

Q.  (By  Mr.  Keesling) :  If  there  had  been  a 
voucher  system,  the  voucher  attached  to  the  check 
would  have  stated  what  the  check  had  been  issued 
for,  would  it  not?  Is  that  the  essence  of  a  voucher 
system  ? 

A.  Well,  I  don't  think  that  is  the  essence  of  a 
voucher  system.  There  is  generally  a  remittance  ad- 
vice attached  to  a  check,  and  on  that  remittance  ad- 
vice, the  accounting  distribution  is  generally  noted. 
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Q.  My  point  is  that  they  did  not  have  a  system 
going  back  to  the  particular  check  and  looking  at 
the  face  of  it  that  you  could  tell  from  the  face  of 
the  check  exactly  what  the  check  had  been  issued 
for?  A.     No,  you  could  not. 

Q.    You  could  on  the  check  stub,  I  assume? 

A.  I  only  looked  at  a  few  of  those  check  stubs, 
and  [2145]  on  many  of  those,  there  is  no  indication 
what  the  check  was  issued  for. 

Q.  But,  if  the  supervising  accountant  had  a 
voucher  system,  then  he  could  easily  go  back  and 
find  out  the  reirdttance  advice  just  referring  to 
those,  could  he  not,  without  referring  to  the  invoice  ? 

Mr.  Moriarty:  Object  to  the  form  of  the  ques- 
tion and  renew  my  objection. 

The  Court:     Objection  overruled. 

A.  I  think  the  voucher  generally  is  attached  to 
the  invoice,  and  the  voucher  and  the  invoice  are 
filed  together. 

Q.  (By  Mr.  Keesling)  :  My  point  is,  if  there 
had  been  a  voucher  system  established,  then  through 
that  voucher  system  the  keeper  of  the  general  ledger 
could  easily  refer  to  the  voucher  to  get  the  infor- 
mation behind  the  totals,  to  get  the  information  in 
the  subsidiary  records  as  to  these  checks? 

A.  He  still  has  to  go  back  and  look  at  the 
voucher  itself. 

Q.     That  is  my  point;  he  looks  at  the  voucher? 

A.  But  the  voucher  is  attached  to  the  invoice. 
The  remittance  advice  attached  to  the  check  goes 
with  the  check  and  there  is  usually  instructions  on 
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it  that  [2146]  that  be  torn  off,  before  the  check  is 

cashed. 

Some  companies  keep  copies  of  checks  in  which 
the  entire  check  and  remittance  advice  shows  on  it, 
but  even  on  that  remittance  advice,  the  general  rule 
is  not  to  elaborate  on  what  was  covered  by  the  in- 
voice that  that  check  might  l^e  in  payment  of.  It  is 
used  purely  as  a  reference  so  that  the  person  re- 
ceiving the  check  knows  what  the  check  is  in  pay- 
ment of,  and  at  the  same  time,  it  provides  for  ac- 
counting distribution  for  internal  accounting  pur- 
poses by  the  company  issuing  the  check. 

Q.  At  Issaquah  and  Alpine,  they  didn't  have 
either  the  remittance  or  voucher  system  to  give 
that  information  to  the  keeper  of  the  general  ledger ; 
that  had  not  been  set  up? 

A.  No,  there  was  no  voucher  system  in  exist- 
ence. 

Mr.  Keesling:    No  further  questions. 

Redirect  Examination 

Q.  (By  Mr.  Brody)  :  I  want  to  show  you,  Mr. 
Gorans,  Plaintiff's  Exhil^it  231  which  is  a  check  to 
Dr.  Hillary. 

Mr.  Cox:     The  number? 

Mr.  Griffin:     231. 

Mr.  Brody:     231. 

Q.  (By  Mr.  Brody  continuing)  :  Would  a  re- 
view of  that  check  alone  without  regard  to  any  sup- 
I)orting  invoice,  the  check  bearing  the  name  of  Betty 
and  Jo  Anne  Forster  arouse  the  suspicion  of  an 
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accountant,  if  the  check  had  been  charged  to  a  busi- 
ness expense? 

A.     Well,  if  he  saw  the  check,  it  would. 

Q.  Yes;  the  question  is,  looking  at  the  check, 
would  that  arouse  his  suspicion? 

A.     I  think  it  would. 

Mr.  Brody:     That  is  all. 

Mr.  Cox:     No  further  questions. 

Mr.  Keesling:     No  further  questions. 

Mr.  Patten:     One  further. 

Recross  Examination 

Q.  (By  Mr.  Patten)  :  This  remittance  advice 
you  described,  would  that  contain  a  statement  as  to 
whether  an  expenditure  is  for  personal  or  business 
purposes,  ordinarily  ? 

A.  Well,  generally,  they  wouldn't  put  the  words 
"business"  or  "personal";  that  purpose  wouldn't  be 
on  there.  That  would  show  up  in  the  account  distri- 
bution. 

Q.  It  would  show  an  account  distribution,  and 
there  was  a  system  of  account  distribution  in  ef- 
fect, wasn't  there?  A.    Well 

Q.     (Interposing):     At  Issaquah?  [2148] 

A.  (Continuing):  Well,  they  use  some  form  of 
distribution. 

Mr.  Patten:     That  is  all. 

Mr.  Cox:     That  is  all. 

Mr.  Keesling:  May  we  ask  that  the  witness  be 
held  under  subpoena  subject  to  call?  We  will  call 
him  on  our  case  in  chief. 
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The  Court:    Is  he  under  subx)oena? 

Mr.  Griffin :  He  has  been  under  Government  sub- 
poena. He  will  be  here. 

The  Court :    I  take  it  he  then  is  under  subpoena  ? 

Mr.  Moriarty:  He  was  released,  I  think,  in  Feb- 
ruary. 

Mr.  Keesling:  If  they  haven't  subpoenaed  him, 
we  will  subpoena  him. 

Mr.  Griffin:    He  will  be  here  if  he  lives. 

Mr.  Brody:     Mr.  Alkire?  *****   [2149] 

HANS  FORSTER 
upon  being  called  as  a  witness  for  and  on  behalf  of 
the  Defendant  Forster,  and  upon  being  first  duly 
sworn,  testified  as  follows: 

Direct  Examination 

Q.  (By  Mr.  Griffin)  :  Will  you  state  your  name, 
please?  A.     Hans  Forster. 

Q.     xind  you  are  the  defendant  in  this  action? 

A.     I  am. 

Q.  And  so  there  may  be  no  mistake  about  it,  are 
you  the  Hans  Forster  that  owns  a  Cadillac  automo- 
bile? A.     That  is  right. 

Q.  And  what  is  the  model  of  that  Cadillac  auto- 
mo])ile?  A.     1950  Sedan. 

Q.     Now,  Mr.  Forster,  how  old  are  you? 

A.     I  was  50  on  the  fourth  of  March. 

Q.     March  of  this  year?  A.     Yes. 

Q.     And  where  were  you  born? 

A.     I  was  born  in  SAvitzerland. 
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Q.     Ajid  whereabouts? 

A.     In  ISTeuwilen  Canton  Thurgau. 

Q.  Now,  will  you  also  try  to  keep  your  voice 
[2390]  up?  A.     All  right,  sir. 

Q.  In  what  sort  of  a  family  were  you  born,  what 
was  your  father's  business  or  occupation? 

A.  We  had  a  farm  and  a  combination  milk  route 
and  dairy  pick-up  from  Producers. 

Q.     Did  you  go  to  school? 

A.  Yes,  I  had  six  years  of  grade  school  and 
three  years  of  Junior  High. 

Q.  And  did  you  work  while  you  were  going  to 
school  ? 

A.     Yes,  I  worked  on  the  farm. 

Q.     Doing  what? 

A.  Well,  milked  cows,  and  as  I  got  a  little  older, 
got  up  to  eleven  or  twelve  years  old,  I  started  to 
haul  milk  from  the  fanners. 

Q.     Hauling  milk,  you  say?  A.     Yes. 

Q.     AYas  that  by  a  Cadillac? 

A.  No,  we  had  horses,  and  during  the  war  years, 
we  had  to  use  oxen  to  haul  the  milk. 

Q.  Now,  after  you  completed  your — or  had  your 
three  years — by  the  way,  did  you  have  any  study 
or  instruction  in  bookkeeping? 

A.  No.  Teaching  in  Switzerland  on  mathematics, 
[2391]  I  would  say,  was  75  or  80  percent  of  it  to 
try  and  memorize  it,  to  do  the  figuring  through  the 
head. 

Q.     Multiplication  tables? 

A.     That  is  right. 


United  States  of  America  831 

(Testimony  of  Hans  Forster.) 

Q.  When  you  completed  your  three  years  in 
Junior  High  School,  why  didn't  you  go  on  to  school, 
or  what  did  you  do  then? 

A.  Well,  I  graduated  from  Junior  High  in  the 
spring  of  1919,  and  I  was  confirmed  on  Good  Fri- 
day, 1919,  and  after  that,  I  had  to  help  my  dad  on 
the  farm. 

Q.  Did  your  schooling — what  did  your  school- 
ing consist  of  in  your  major — what  did  they  teach 
you  in  school,  mainly? 

A.  Well,  we  had  arithmetic  and  we  had  to  take 
some  language,  at  least  one — I  took  French,  and 
some  Italian — and  history,  some  cameo — what  you 
call  chemistry — and  a  little  bit  of  physics. 

Q.     Where — did  you  take  English? 

A.  No,  I  couldn't  speak  a  word  of  English  when 
I  came  to  this  country. 

Q.  And  how  long  did  you  continue  to  work  for 
your  father? 

A.  I  was  fifteen  when  I  was  confirmed,  and  I 
stayed  with  my  dad  from  1919  until  I  think  it  was 
in  the  spring  of  1921,  pretty  near  two  years.  [2392] 

Q.  You  have  used  the  term  twice,  "confirmed". 
What  does  that  mean? 

A.  Well,  I  was  confirmed  in  the  Lutheran 
Church. 

Q.     In  the  Lutheran  Church? 

A.  During  high  school  education,  i^art  of  our 
instructions  is  in  the  church,  too. 

Q.    Did  you  do  any  work  of  any  kind  before  you 
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came  to  the  United  States,  other  than  dairying ;  that 

is,  milking  cows  and  hauling  milk? 

A.  No,  in  1921  I  went  as  an  apprentice  Swiss 
cheesemaker,  to  Riedt  in  Canton  Thurgau,  to  learn 
cheesemaking  trade. 

Q.     And  what  was  the  purpose  of  that? 

A.  Well,  so  I  can  know  how  to  make  cheese 
first,  of  course. 

Q.  By  the  w^ay,  how  large  a  herd  did  your  father 
have  on  the  farm? 

A.  Oh,  we  had  a  fairly  small  herd  over  here,  ten 
and  twelve  cowsj  and  over  there,  that  is  a  fairly 
large  herd. 

Q.  Now,  how  long  were  you  apprenticed  to  this 
cheesemaker?  A.    For  two  years. 

Q.  And  were  you  under  the  supervision  of  any 
particular  man?  [2393] 

A.  Yes,  I  was  under  the  supervision  of  Mr. 
Ruegger,  Avho  was  the  owner  of  the  cheese  factory. 

Q.     That  is  Ruegger,  R-u-e-g-g-e-r  (spelling)  ? 

A.     R-u-e-g-g-e-r  (spelling),  yes. 

Q.  And  did  you  learn  the  making  of  Swiss 
cheese  ? 

A.  That  is  right;  after  two  years,  I  got  my  di- 
ploma, and  I  was  a  Swiss  cheesemaker. 

Q.  How  large  a  factory  was  this  in  which  you 
worked  ? 

A.  We  made  one  tillsitter,  two  big  wheels  a  day, 
and  about  four  or  five  hundred  pounds  a  day  of 
tillsitter.  We  had  a  combination,  of  course.  All  the 
cheese  factories  there  have  hogs  at  the  factory  and 


United  States  of  America  833 

(Testimony  of  Hans  Forster.) 

we  fed  probably  around   200  pigs,   and  I  had  to 

take  care  of  around  50  sows  that  we  got  the  pigs 

from. 

Q.  And  what — did  you  have  any  x^articular 
duties  in  this  little  cheese  factory? 

A.    Yes. 

Q.  What  were  they,  in  addition  to  learning  the 
trade  ? 

A.  Well,  of  course,  just  like  I  said,  first  thing 
in  the  morning,  we  had  to  feed  the  pigs,  and  we 
had  to  receive  the  milk  from  the  producers,  and 
then  we  went  on  to  make  the  cheese  in  the  morning 
and  freeze  it  [2394]  up,  and  in  the  afternoon  we 
had  to  go  and  salt  Swiss  wheels  and  then  in  the 
evening,  take  the  milk  in  again  and  feed  the  pigs. 

Q.  And  by  "wheels",  what  do  you  mean  by  that, 
first?  A.     The  big  emmenthaler. 

Q.  The  kind  we  used  to  get  before  Kraft  took 
it  all  over? 

A.  Well,  they  are  still  bringing  some  in.  They 
v\'eigh  around  200  pounds,  225  pounds,  apiece. 

Q.  Now,  in  the  work  under  your  father,  and  in 
your  work  at  the  cheese — learning  the  cheesemaking 
business — did  you  have  anything  at  all  to  do  with 
any  books  or  records  or  keeping  them? 

A.  No.  Of  course,  at  home,  I  didn't.  My  Dad 
used  to  give  me  so  much  spending  money  period, 
and  you  didn't  need  any  bookmaking  for  that.  In 
the  cheese  factory,  we  had  to  weigh  the  milk,  100 
pounds  weight,  and  Joe  Jones,  or  John  Doe,  had 
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200  or  125,  and  we  marked  it  on  the  sheet  when 

we  weighed.  That  is  all  our  bookkeeping  was. 

At  that  time,  we  didn't  rmi  any  butterf at  for  the 
milk.  It  w^as  bought  by  100  pound  weight,  and  that 
was  all  there  was  to  it. 

Q.  And  did  you  have  anything  to  do  with  any 
books  [2395]  other  than  a  kind  of  account? 

A.     Just  the  receiving  sheets  of  the  milk. 

Q.  And  did  this  diploma,  the  granting  of  your 
diploma,  did  that  make  you  in  Switzerland  a  jour- 
neyman cheesemaker? 

A.     That  is  right,  cheesemaker, 

Q.  Aiid  did  you  have  to  take  an  examination  for 
that? 

A.  Yes,  we  had  to  take  both  oral,  and  we  had 
two  master  cheesemakers  that  came  from  four 
o'clock  in  the  morning  luitil  nine  o'clock  at  night, 
and  stayed  right  with  me  while  I  went  through  the 
whole  process,  and  then  the  whole  thing  is  controlled 
by  the  Government  as  part  of  being  a  Swiss  cheese- 
maker. 

You  have  got  to  pass  on  it,  otherwise  the  Gov- 
ernment is  not  going  to  buy  your  cheese. 

Q.  Having  received  your  diploma,  did  you  then 
take   emplojnnent  anysvhere? 

A.  Yes,  I  went  to  Hatswill  as  a  Swiss  cheese- 
maker. 

Q.     In  what  year  was  that? 

A.    It  was  in  the  middle  of  1922. 

Q.     And  in  what  sort  of  work  did  you  then  do 
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until  you  came  to  the  United  States,  which  I  will 

reach  a  little  later?  [2396] 

A.  While  I  was  apprenticed  in  Riedt  to  Mr. 
Ruegger,  I  met  two  good  fellows,  brothers  that  came 
from  Ketchikan,  and  that  day  they  started  to  talk 
to  me  about  this  Country. 

Q.  No,  you  misunderstood  my  question,  because 
I  will  come  to  it  later. 

A.     All  right. 

Q.  Between  the  time  you  got  your  diploma  and 
became  a  journejnnan  cheesemaker 

A.     (Interposing) :     Yes. 

Q.     (Continuing)  :     and  the  time  you  came 

to  the  United  States,  what  did  you  do,  were  you- 
doing,  just  before  you  came  to  this  Country? 

A.  That  is  all.  I  quit  making  cheese  one  day 
and  then  left  for  this  Country  the  next  day. 

Q.  Well,  were  you  making — were  you  working 
for  someone?  A.     Yes. 

Q.  After  you  got  your  diploma,  and  were  mak- 
ing cheese 

A.     (Interposing)  :     That  is  right. 

Q.  (Continuing)  :  how  large  a  factory  op- 
eration was  that? 

A.  We  was  making  four  emmenthalers  at  that 
time.  It  was  one  of  the  biggest  factories  in  that 
part  of  the  [2397]  Coimtry. 

Q.  Did  you  have  anything  at  all  to  do  with  books 
or  records  or  bookkeeping  or  accounting  in  that 
factory  ? 

A.     Nothing  at   all.   I   had  an   apprentice   that 
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worked  with  me,  and  one  fellow  that  used  to  take 
care  of  the  pigs  there  from  that  time  on  so  I  didn't 
have  anything  to  do  with  the  pigs  any  more,  and 
was  in  charge  of  making  the  cheese. 

Mr.  Grif&n:    It  is  recess  time. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  mid-morning  recess.  The 
Court  calls  your  attention  to  the  admonition  given 
on  similar  occasions,  and  asks  that  you  heed  the 
admonition  on  this  occasion. 

You  may  now  be  excused. 

(Whereupon,  the  Jury  was  retired  from  the 
courtroom.) 

(Whereupon,  at  11:02  o'clock  a.m.,  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  11:17  o'clock  a.m.,  March  26,  1954, 
at  which  time,  counsel  and  defendants  hereto- 
fore noted  being  present,  the  following  pro- 
ceedings were  had,  to-wit:)    [2398] 

The  Court:     You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court :     You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Giiffin. 

Q.  (By  Mr.  Griffin)  :  How  many  were  there  in 
your  family,  Mr.  Forster? 
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A.  There  was  three  of  us.  I  was  the  youngest 
one  of  the  three  boys. 

Q.  And  without  any  detail,  in  Switzerland,  the 
younger  boy  has  some  disadvantage  in  the — so  far 
as  the  eldest  son  is  concerned? 

A.  Well,  yes;  I  never  felt  too  much  that  way 
about  it  because  I  left  when  I  was  quite  young. 

Q.  And  when  you  say  you  left,  from  where  did 
you  leave  and  where  did  you  go? 

A.  During  my  apprentice  days  in  Riedt,  I  met 
Ernest  and  Walter  Andres,  who  were  brothers  of 
Mrs.  Ruegger,  and  they  had  a  little  business  in  Ket- 
chikan for  about  ten  years,  and  they  sold  the  milk 
business  [2399]  there  and  came  out  to  Switzerland. 
Both  were  single,  and  they  come  out  there  to  find 
themselves  some  wives,  I  guess,  and  so  I  met  them 
while  they  stayed  with  the  sister  at  the  Cheese  Fac- 
tory, and  they  talked  to  me  about  this  country,  of 
course,  and  sometime  later  on,  they  intended  to 
come  to  the  United  States  again  and  at  that  time, 
before  I  got  through  my  apprentice  work,  they 
asked  me  if  they  would  come  back  again  if  I  had 
any  kind  of  an  ambition  to  try  to  come  over  here, 
and  T  told  them,  ''Well,  when  the  time  came  along 
that  they  was  to  come  back  again  and  needed  some 
help,  I  sure  would  consider  it",  and  that  is  when  I 
went  there,  and  one  of  them  finally  left,  and  he 
went  to  Idaho  and  started  a  bunch  of  cheese  fac- 
tories there,  and  Walter  stayed  back,  and  he  got 
married  then,  and  that  is  the  time  I  came  over  with 
Walter  Andres,  and  I  had  to  make  the  decision  in 
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just  a  few  weeks'  time  that  I  didn't  have  any  chance 
to  go  in  the  quota  that  Switzerland  had  for  immi- 
gration to  come  to  the  United  States. 

So,  Walter  and  I,  him  being  an  American  citizen, 
we  went  to  Canada,  came  to  Canada,  and  I  think 
we  landed  there  on  February  8,  1924,  and  we  trav- 
elled to  Canada  and  we  stopped  where  Walter  had 
a  friend  that  was  the  head  of  the  butter  department 
of  P.  Burns  and  Company  at  Calgary.  [2400] 

Q.    Were  they  meat  packers? 

A.  Meat  packers  and  creamery  operators.  They 
have  got  cheese  factories  and  butter  x)lants  all  over 
Canada. 

So,  we  went  to  the  American  Consulate  in  Cal- 
gary. They  told  us  that  it  would  take  a  certain 
length  of  time  l^efore  I  could  go  to  the  United 
States  under  the  Swiss  quota  from  Canada,  and  he 
said  it  might  take  five  or  six  months,  and  he  would 
advise  me  that  the  first  thing  is  to  try  and  see  if  I 
could  find  a  job  and  try  to  learn  the  language,  to 
go  to  school.  I  didn't  know  how  to  speak  English, 
of  course,  so  I  felt  kind  of  blue  when  my  friend 
left,  and  he  went  to  Idaho  Falls  with  his  brother  to 
run  the  cheese  factory  at  Idaho  Falls,  and  Grants- 
l^urg.  I  guess  they  had  four. 

So,  I  stayed  with  this  friend  of  Walter  Andres, 
and  him  being  the  foreman,  he  got  me  this  jol)  at 
P.  Burns  and  Company  as  a  buttermaker's  helper. 

Of  course,  at  that  time  of  the  year,  it  gets  pretty 
cold  up  there  in  Canada,  and  there  wasn't  too  nnich 
cream  or  milk  coming  in,  so  I  did  odd  jobs. 
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They  had  a  lot  of  those  to  make  the  pasteurized 
cheese,  and  they  made  me  go  into  the  cooling  rooms 
and  clean  up  some  of  the  wheels  and  certain  odds 
and  ends. 

Q.  And  how  old  were  you — I  will  put  it  [2401] 
directly:  You  were  about  nineteen? 

A.     Nineteen,  yes. 

Q.     At  that  time,  could  you  speak  English? 

A.     No,  I  couldn't  speak  a  word  of  English. 

Q.  And  in  Canada  before  you  came  to  the  United 
States  and  while  you  were  working,  did  you  go  to 
night  schools  to  study  English? 

A.  Yes,  and  then  I  went  to  work,  and  I  went 
to  night  school  to  learn  the  English. 

Q.  And  when  did  you  first  enter  the  United 
States? 

A.  I  came  to  the  United  States  in  the  middle 
part  of  1925,  first  as  a  visit  for  six  months,  and 
then  I  went  back  after  six  months  and  went  to  Van- 
couver, and  got  my — came  in  imder  the  entry  per- 
mit  

Q.     (Interposing)  :     Was  it 


A.     (Continuing)  :    of  the  Swiss  quota. 

Q.     (Continuing)  :    Was  it  1925  or  1924? 

A.     It  was  in  1925. 

Q.     It  was  in  1925?  A.    Yes. 

Q.  And  at  that  time,  when  you  first  entered  the 
United  States  on  a  temporary  permit,  where  did 
you  go? 

A.  I  went  to  Idaho  Falls,  first,  to  my — to  friends 
that  owned  the  cheese  factory.  [2402] 
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Q.  And  what  was  the  name  of  this  man  that 
you  went  to  there?  A.    Andres. 

Q.     A-n-d-r-e-s  (spelling)  ? 

A.     That  is  right,  yes. 

Q.  And  was  he  a  ]3rother-in-law  of  this  Mr. 
Ruegger  under  whom  you  had  your  ax)prenticeship 
in  Switzerland? 

A.  Yes,  there  were  tw^o  brothers,  Ernest  and 
Walter  Andres,  and  when  I  got  down  there,  they 
informed  me  that  the  week  before  I  got  there,  that 
they  sold — they  sold  the  cheese  factory  to  Kraft 
Cheese  Company,  so  I  worked  a  little  while,  prob- 
ably two  or  three  months,  and  then  Ernest  ran  some 
ads  in  the  Washington  Farmer  to  try  to  build  some 
cheese  factories  in  the  State  of  Washington,  and 
he  got  a  few  answers  to  the  ad,  and  he  came  over 
here  to  Washington  from  Idaho,  and  he  made  ar- 
rangements to  build  one  of  the  cheese  factories  in 
Ferrydale  near  Kent,  and  another  one  at  Falls  City. 

Q.  T\nien  you  left  Switzerland,  to  come  by  way 
of  Canada  to  the  United  States,  did  you  have  any 
money  ? 

A.  Yes,  my  Dad  got  me  to  take  it,  and  he  gave 
me  ten  thousand  Francs  along. 

Q.  And  what  was  the  value  in  those  days  of  ten 
thousand  Francs  in  American  funds?  [2403] 

A.     Oh,  I  would  say  around  $2500,  or  $2200. 

Q.  And,  coming  first  on  this  temi:)orary  permit, 
do  I  understand  that  you  then  went  from  Idaho 
Falls  to  Vancouver,  British  Columlna,  and  there 
waited  until  you  could  come  in  under  tlie  (juota? 


TJyiited  States  of  America  841 

(Testimony  of  Hans  Forster.) 

A.  No,  I  was  in  Idaho  Falls,  and  then  Andres 
was  here,  making  contracts  to  build  the  two  cheese 
factories,  one  in  Falls  City  and  one  in  Ferrydalo, 
and  he  called  me  in  Idaho  and  said,  "You'd  better 
come  to  Seattle,  they  are  going  to  start  to  build 
the  cheese  factory,  and  3^ou  might  as  well  start  to 
get  acquainted  around  here." 

So,  I  came  to  Seattle  during  the  same  six 
months'  period  I  had,  and  then  I 

Q.  (Interposing)  And  did  you  help  them  in  the 
construction  of  the  cheese  factory? 

A.  That  is  right;  I  went  to  Falls  City  and  I 
boarded  with  this  man  by  the  name  of  Fred  Short- 
reed  that  built  that  factory  for  rental  to  Mr. 
Andres,  and  I  helped  hun  built  the  plant,  and  while 
I  vras — I  milked  cows  for  my  room  and  board  with 
iMr.  Shortreed.  He  had  a  herd  of  cows. 

Q.  Do  you  recall  about  when  that  factory  was 
opened  ? 

A.     It  was  opened  on  the  first  of  May  in  1926. 

Q.  And  was  that  both  factories  opened,  or  the 
Falls  City  factor}^,  or  the  one  at  Kent? 

A.  The  one  at  Ferrydale  opened  before,  but  I 
was  supposed  to  be  the  cheesemaker  at  the  Falls 
City  factory,  so  that  is  where  I  helped  build  it. 

Q.  And  was  it  from  Falls  City  that  you  went  to 
Vancouver,  British  Columbia? 

A.     That  is  right,  yes. 

Q.  And  then  you  entered  the  United  States  from 
British  Columbia  on  the  then  quota  of  Swiss  im- 
migrants? A.     That  is  right. 
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Q.  And  did  you  then  return  after  coming  back 
from  Vancouver? 

Did  you  return  to  your  work  at  the  Falls  City 
cheese  factory? 

A.     That  is  right;  I  ran  the  cheese  factory. 

Q.  How  many  people  were  employed  in  that 
cheese  factory  at  that  time? 

A.  Well,  we  had  two  vats  and  first,  I  had  one 
man  that  helped  me. 

Q.  Now,  I  want,  if  I  may,  because  in  my  recol- 
lection I  am  off  a  year  on  these  matters  in  con- 
tinuity, I  want  you  to  stop  and  think  for  a  moment 
to  see  if  there  is  anything  that  you  can  base  a 
recollection  upon.  I  will  take  something  and  go 
back.  I  am  interested  [2405]  in  dates,  when  you 
arrived  in  the  United  States,  and  when  this  cheese 
factory  was  opened  in  Falls  City. 

I  don't  want  you  to  miss  this  date. 

Wliat  date  were  you  married? 

A.     22nd  of  August,  1926. 

Q.  All  right ;  now,  working  back  from  that  date, 
I  want  you  to  think  about  two  dates: 

One,  when  you  first  entered  the  United  States, 
and  then  the  date  of  the  opening  of  this  cheese 
factory. 

A.     Gosh,  I  couldn't  tell  you  the  exact  date. 

Q.     Well,  let's 

The  Court:  (Interposing)  The  question  is  the 
year,  Mr.  Griffin? 

Mr.  Griffin:    I  am  interested  in  the  year.  Either 
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he  is  off  a  year,  or  I  am,  on  these  matters,  except 

his  marriage. 

The  Witness:     I  remember  that  date. 

Q.  (By  Mr.  Grif&n) :  Let's  go  back  to  the  year 
that  you  left  Switzerland  to  come  and  came  to 
Canada. 

A.  I  know  that  I  landed  at  St.  Johns  February 
8,  1924. 

Q.     You  landed  at  St.  Johns  February  8,  1924? 

A.     Yes,  sir.  [2406] 

Q.  Right.  Now,  then,  did  you  enter  the  United 
States  the  same  year  under  a  temporary  permit? 

A.     Yes. 

Q.     So 

A.     (Interposing)     You  have  got  it  now. 

Q.  All  right;  so  then  you  came  to  the  United 
States  in  1924,  rather  than  1925? 

A.     That  is  right. 

Q.  And  the  cheese  factory  was  opened  at,  on 
May  1,  1925,  rather  than  1926? 

A.     That  is  right. 

Q.  Now — what  was  your  work  at  the  cheese  fac- 
tory in  Falls  City? 

A.    Well,  making  cheese. 

Q.    And  what  kind  of  cheese  were  you  making? 

A.  Making  American  cheese.  I  had  to  learn,  first. 
Mr.  Fish  from  the  State  Department  of  Agriculture 
worked  with  me  for  a  week  or  ten  days,  and  then 
he  heli)ed  me  get  familiarized  with  making  Ameri- 
can cheese,  and  American  loaf. 


844  Hans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

Q.  The  man  who  owned  the  factory  was  this 
Andres  ? 

A.     He  was  the  owner  of  the  factory,  yes. 

Q.  Did  he  supervise  your  work  at  Falls  City, 
or  did  he  live  some  place  else? 

A.     He  lived  in  Kent.  [2407] 

Q.     Did  you  have  any  helper  in  your 

A.     (Interposing)     I  had  one  helper,  yes. 

Q.  So  the  Falls  City  plant  consisted  of  yourself 
and  one  helper,  is  that  right? 

A.     That  is  right. 

Q.     What  were  your  wages,  if  you  recall? 

A.     I  was  making  one  hundred  dollars  a  month. 

Q.     And  to  whom  was  the  cheese  product  sold? 

A.  Well,  we  made  Brookfield  cheese  for  Swift 
and  Company,  and  Cloverbloom  for  Armour  and 
Company,  and  made  some  for  T.  B.  Kloch  and 
different  packers  in  town  here. 

Q.  Now,  did  you  have  anj^hing  at  all  to  do  with 
any  books  or  records  of  that  cheese  factory  at  Falls 
City  while  you  were  making  cheese? 

A.  Mr.  Andres  done  the  book  work  for  both  of 
the  factories.  We  just  kept  a  record  of  the  receipts 
of  the  milk  that  came  in  on  a  100  pomid  basis,  and 
we  took  butterfat  samples  out  of  each  individual 
shipment,  and  ran  butterfat  tests  twice  a  month  and 
the  Babcock  test,  and  took  tests  for  the  State  De- 
partment of  Agriculture.  And  every  two  weeks,  I 
sent  them  the  receiving  sheet,  where  all  the  names 
of  the  producers  was  down  and  the  nimibers  that 
was  on  the  cans,  and  we  ran  the  Babcock  test  and 
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we  sent  them  the  butterfat  tests  [2408]  with  the 
weights  down  to  Andres,  and  he  would  send  tlie 
checks  back  up,  or  bring  them  up,  and  we  would 
give  them  to  the  driver  who  picked  up  the  milk,  and 
he  delivered  the  checks  to  the  individual  producers. 

Q.  And  you  got  your  check  the  same  way,  did 
you*? 

Q.    Yes,  I  had  to  wait  a  few  times,  but  got  it. 

Q.  Did  you  have  any  proj^rietory  interest  in  that 
cheese  factory? 

A.  No,  I  didn't.  I  had  about  fifteen  or  sixteen 
hundred  dollars  left  yet  of  what  may  father  gave 
me,  and  Ernest  Andres  knew  about  it  and  when 
he  first  started  out,  it  was  a  little  rough  for  him 
to  get  going  on  the  deal,  and  he  wondered  if  I 
would  loan  it  to  him,  and  I  told  him,  as  far  as  I 
was  concerned,  I  didn't  need  it  and  was  glad  to 
give  it  to  him. 

Q.  And  as  of — coming  down  into  around  August 
— September  of  1925,  was  that  little  factory  oper- 
ating successfully'? 

A.  Well,  yes;  I  thought  it  was.  He  never  told 
me  too  much  about  it.  We  made — we  made  good 
cheese  there,  and  he  made  the  prices  to  the  farmers, 
and  he  is  the  one  that  sold  it,  so  we  was  getting 
along  all  right  as  far  as  I  was  concerned. 

Q.     On  your  manufacturing  end'?   [2409] 

A.    Yes. 

Q.  And  then  how  about  the  financial  end  as  it 
developed  ? 

A.     Well,  he  started  to  get  into  financial  trouble, 
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and  he  called  me  down  to  his  home  one  tune  and  he 
told  me  he  was  unable  to  cover  those  checks  that 
at  that  time  I  think  he  owed  me  probably  four  or 
five  months'  payroll  checks  of  my  ovrn,  and  he  owed 
some  money  to  my  helper,  but  he  always  told  me 
that  the  money  was  slow  coming  from  the  packers, 
and  he  had  an  awful  hard  time  to  meet  the  farmers' 
payroll,  until  finally  it  came  to  a  head  and  he  called 
me  up  and  he  said  that  "It  doesn't  look  like  I  am 
going  to  be  able  to  keep  on  going,"  and  I  wanted 
to  know  then,  as  he  owed  me  this  money,  and  he 
said  "If  you  can  go  ahead  and  pay  the  bills,  or  are 
willing  to  pay  the  producers  the  bills — I  remember 
there  was  Seattle  Box  Company  where  we  had  boxes 
— and  I  would  ask  hun  how  much  it  was.  Of  course, 
he  wasn't  able  to  tell  me  at  that  time,  and  he  told 
me  he  would  try  and  get  the  figures  together,  and 
I  went  up  to  Snoqualmie  Bank,  where  he  banked 
— Mr.  Andres — and  I  told  Mr.  Peters  about  it,  who 
w^as  the  manager  of  the  Snoqualmie  Bank  at  that 
time,  and  so  we  got  the  amoimt  owing  to  the  pro- 
ducers and  the  bills  he  had.  He  was  willing  to 
[2410]  walk  out  if  I  took  over  the  debts. 

In  fact,  first  he  figured  I  should  leave,  myself, 
and  I  told  him  I  didn't  want  to  leave.  I  liked  it 
pretty  well  there,  and  something  could  be  worked 
out,  and  I  would  just  as  soon  take  a  chance  at  it, 
because  I  figured  I  could  always  support  myself 
on  the  deal,  and  without  two  different  wages  com- 
ing out  of  it,  I  could  probably  get  along  better 
than  he  did. 
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So,  we  finally  got  the  figures  together,  and  he 
went  up  to  the  bank  at  Snoqualmie  with  me  to  see 
Mr.  Peters,  and  we  needed,  I  think,  about  three 
thousand  dollars,  besides  what  he  owed  me,  to  make 
the  deal. 

So,  I  wired  my  Dad  and  told  him  I  had  a  chance 
to  go  into  business  myself,  and  wondered  if  he 
wanted  to  help  me. 

Mr.  Peters  sent  the  wire  for  me.  A  couple  of 
days  later,  I  got  the  money  from  my  Dad. 

Q.     Ho\Y  much? 

A.  I  think  it  was  close  to  between  twenty-five 
himdred  and  three  thousand  dollars. 

Q.  And  with  that,  did  you  then  become  the 
owner  of  the  Falls  City  cheese  factory? 

A.  I  became  the  owner  of  the  equipment  of  the 
[2411]  Falls  City  cheese  factory.  The  building  was 
owned  by  somebody  else. 

Q.     And  did  he  close  the  one  at  Kent? 

A.     Yes. 

Q.  And  would  this  be  sometime  in  the  fall  or 
late  smnmer  of  1925? 

A.     That  is  right. 

Another  thing  that  happened  right  off  the  bat, 
I  got  some  difficulties  after  I  made  the  deal.  When 
he  closed  his  plant,  then,  at  Ferrydale,  some  of 
the  farmers  had  some  money  coming,  and  they 
started  to  go  ahead  and  give  me  trouble  about  it, 
and  Mr.  Peters  helped  me  clear  it  up,  but  I  owed 
Andres  some  money  on  the  deal  yet  at  that  time, 
because  he  didn't  have  the  equipment  all  paid  and 
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started  to  garnishee  the  amount  Andres  had  coming. 

Q.     You  were  paying  due  to  his  deal  up  there? 

A.     I  didn't  have  anything  to  do  at  Ferrydale,  no. 

Q.  Were  you  represented  by  a  lawyer  in  this 
deal  with  him? 

A.     No,  Mr.  Peters  handled  it  all. 

He  was  represented  by  Mr.  Fred  Wettrick,  who 
handled  Mr.  Andres'  affairs. 

Q.     You  relied  on  the  banker?  [2412] 

A.     That  is  right. 

Q.  And  did  you  have  any  accountant  at  that 
time  ?  A.     No. 

Q.  And  did  you  eventually  pay  off  these  credi- 
tors of  this  man  from  whom  you  purchased? 

A.  That  is  right.  I  v\'ent  to  see  all  the  different 
producers  and  some  of  those  producers  are  still 
shippers  to  Darigold  Farms,  of  course,  now,  and 
have  been  with  me  for  close  to  thirty  years. 

Q.  Now,  then,  in  the  fall  or  late  summer  or  fall 
of  1925,  then,  you  had  borrowed  this  money  from 
your  father  and  had  become  the  sole  proprietor  of 
this  factory,  is  that  right?  A.     Yes. 

Q.  And  what  date  was  it  that  you  got  married 
in  1926?  A.     22nd  of  August. 

Q.     The  22nd  of  August,  1926? 

Q.  22nd  of  August,  1926,  and  whom  did  j'ou 
marry?  A.    Evelyn  Totten. 

Q.  Where  did  you  meet  her?  That  is,  Avas  she 
from  the  Falls  City  community?  [2413] 

A.     That  is  right. 

Q.     And  then  you  continued  to  operate  the  plant 
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and  manufacture  cheese,  too*?  A.     Yes. 

Q.  From  the  time  you  were  married,  down  to — 
and  you  were  married  August  22,  1926? 

A.     That  is  right. 

Q.  And  you  continued  to  manufacture  cheese  in 
that  plant  down  to  what? 

A.  Until  the  factory  Irarned  down  in  December, 
1926. 

Q.     And  Vv'here  did  that  leave  you? 

A.  Well,  it  left  me  with  a  bunch  of  debts  on  my 
hand,  and  a  bunch  of  milk  the  farmers  shipped,  and 
we  lived  at  Snoquahnie  and  couldn't  find  a  place 
to  live  in  Falls  City,  so  when  I  came  down  at  4:30 
in  the  morning,  to  start  to  get  the  cheese  out  of  the 
press  the  factory  was  burned  down. 

Q.  Now,  your  wife's  name  prior  to  marriage 
Avas  Totten,  was  it?  A.     Yes. 

Q.     What  was  her  father's  business? 

A.  He  was  a  farmer,  and  he  had  some  trucks, 
he  was  running  the  school  busses  for  Falls  City 
schools,  and  he  was  hauling  the  milk  to  my  plant 
from  the  producers.  [2414] 

Q.  Had  Mrs.  Forster  ever  been  employed  prior 
to  her  marriage  to  you;  I  mean,  except  with  her 
own  family  work? 

A.  Well,  she  got  graduated  out  of  High  School 
in  June,  I  guess,  and  we  got  married  in  August. 

Q.  Now,  prior — you  had  met  Mr.  Peters  at  the 
Snoqualmie  Bank,  wasn't  it? 

A.     That  is  right. 

Q.    Prior  to  the  destruction  of  the  factory  in 
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this  fire  in  December — and  it  was  a  complete  loss, 

was  it? 

A.     It  was  a  complete  loss,  yes. 

Q.  Had  you  started  maintaining  a  bank  ac- 
count ? 

A.  Yes,  I  started  maintaining  a  bank  account 
W'hen  I  took  over  the  factory  from  Mr.  Andres. 

Q.     And  where  did  you  maintain  that  account? 

A.     At  Snoqualmie  Bank. 

Q.  Did  you  have  any  formal  books  of  account 
of  any  kind  in  your  operation  in  those  days? 

A.  Well,  the  Missus  kept  the  "come  in"  and 
"pay  out". 

Q.  That  is,  the  money  that  came  in,  and  the 
money  paid  out?  [2415] 

A.  That  is  right,  for  the  farmers  and  farmers' 
checks. 

Q.  And  what  did  the  actual  business  of  the 
factory  consist  of? 

A.  Well,  buying  the  milk  and  buying  the  sup- 
plies to  run  it,  and  scales  and  boxes  and  coal  for 
the  boilers  and  selling  the  cheese. 

Q.     That  was  it?  A.     That  is  right. 

Q.  In  those  days,  were  you  required  to  file  any 
income  tax  returns,  either  for  yourself  or  for  Mrs. 
Forster?  A.    No,  I  don't  think  so. 

Q.  Now,  I  think  you  said,  after  the  plant  was 
destroyed  by  fire,  you  still — the  thing  you  had  left 
was  some  milk? 

A.  That  is  right.  Of  course,  it  just  came  over- 
night, and  I  didn't  have  any  way  to  talk  to  the 
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producers,  so  I  talked  to  my  father-in-law  and  he 
came  do^^^l  to  pick  up  the  empty  cans  that  was 
there,  and  I  told  him  he'd  better  tell  the  producers 
that  I  would  try  to  find  a  home  for  the  milk  and 
to  keep  on  shipping. 

I  intended  somehow  to  try  and  keep  on  going, 
and  either  I  would  build — if  somebody  built  a 
[2416]  factory  or  I  would  try  to  get  the  milk  some 
place  else,  so  I  made  arrangements  with  the  Issa- 
quah  Creamery  at  that  time  to  try  to  take  the  milk, 
and  got  Mr.  Nettleton  out  of  bed,  who  ran  the 
Issaquah  Creamery  at  that  time. 

He  used  to  buy  my  whey  cream  that  I  got  off  the 
whey  and  he  said  "For  the  time  being,  I  think  we 
can  handle  it."  It  was  about  ten  thousand  poimds 
of  milk  a  day. 

Q.  So  you  took  that  to  the  Issaquah  Creamery 
then  ? 

A.  I  took  that  to  the  Issaquah  Creamery  then, 
yes. 

Q.  And  who  w^as  operating  the  Issaquah  Cream- 
ery at  that  time? 

A.     Clark  Nettleton. 

Q.  Is  that  the  Clark  Nettleton  who  was  then  the 
publisher  of  the  P-I? 

A.     That  is  right. 

Q.  And  how  did  you  support  yourself  and  your 
wife  after  the  factory  burned  down'? 

A.  Well,  we  lived  with  our  in-laws  for  over 
three  months. 

Q.     Well,  did  you  take  any  employment? 
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A.  Well,  I  was,  of  course,  trying  to  see  if  [2417] 
I  could  rebuild  the  Falls  City  cheese  factory,  and 
I  tried  to  interest  some  of  the  businessmen  in  Falls 
City,  if  they  would  build  a  plant  and  back  me  up, 
and  then  I  went  to  see  Mr.  Hall,  who  testified  the 
other  day.  The  first  time — I  met  him  before — he 
used  to  stop  in  at  the  cheese  factory  and  buy  cheese 
once  in  a  while,  and  I  knew  that  an  old  condensory 
was  at  Tolt,  where  Mr.  Hall  was,  so  I  went  up  to 
talk  to  him,  to  see  if  it  could  be  used  for  a  cheese 
factory,  but  it  Avas  so  run  down  and  dilapidated  that 
we  would  be  better  off  to  build  a  new  one. 

But  I  couldn't  find  anybody  that  was  willing  to 
stake  me  to  rebuild  the  cheese  factory,  so  I  talked  to 
Mr.  Nettleton  and  told  hun  I  still  had  this  milk  and 
maybe  him  and  I  could  work  out  something,  so  I 
could  manufacture  cheese  down  there  and  so  he  said, 
"Well,  maybe  later  on ;  maybe  later  on  in  the  spring 
or  siumner." 

"But,  in  the  meantime,"  he  said,  "if  you  want  a 
job  to  wash  cans,  there  is  a  job  open."  So,  we  moved 
down  to  Issaquah,  and  I  washed  cans  there,  I  would 
say  for  about  six  months,  or  maybe  a  year,  until 
he  told  me  if  I  could  finance  cheese  equipment 
myself,  that  he  would  entertain  the  idea  of  me  to 
put  the  cheese  [2418]  equipment  into  the  creamery 
and  make  cheese  for  so  much  a  pound.  He  would 
furnish  the  milk  and  pay  the  producers  and  pay 
me  so  much  for  making  American  cheese. 

So,  I  got  ahold  of  Mr.  Perkins,  who  was  the 
buyer  at  Falls  City,  and  he  was  at  tliat  time  man- 
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ager  for  Creamery  Package  Manufacturing  Com- 
pany, who  sold  cheese  and  creamery  equipment,  and 
I  told  him  I  didn't  have  very  much  money,  but  had 
$500  which  I  could  put  down  and  if  he  could  trust 
me,  could  I  get  a  good  contract,  and  Mr.  Perkins 
helped  me  make  the  contract  with  Clark  Nettleton 
to  start  to  make  American  Cheese  at  Issaquah 
Creamery  at  that  time  at  so  much  a  pound,  and  they 
guaranteed  me  a  certain  amount  of  milk  every  day 
if  only  I  could  make  the  payments  to  Creamery 
Package. 

Q.  So  that  wdth  this  $500  then,  you  used  it 
l)uying  equipment,  did  you,  on  conditional  sale? 

A.     That  is  right,  yes. 

Q.  And  put  in  a  cheesemaking  operation  in  Net- 
tleton's  Issaquah  Creamery  Plant?  A.     Yes. 

Q.     And  how  did  you  get  along  with  that? 

A.  Well,  I  got  along  pretty  well,  I  guess — well, 
my  contract  was  too  good  for  them,  because  they 
[2419]  started  to  get  into  financial  difficulties,  and 
they  didn't  tell  me  too  much  about  it,  of  course,  but 
I  know  I  had  quite  a  time  over  collecting  for  my 
contract  payments,  at  so  much  a  pound,  on  the 
cheese  and  finally  it  came  to  the  point  that  the 
banker,  who  w^as  A.  L.  Peters,  who  was  a  brother 
of  the  Peters  in  Snoqualmie,  w^ho  ran  the  Issaquah 
State  Bank  at  Issaquah,  came  to  talk  to  me  about 
trying  to  run  the  jolant.  He  said  the  bank  had  about 
$21,000  coming  from  the  Creamery,  and  he  knew  I 
had  some  money  coming  in  wages  for  making 
cheese,  and  he  said  as  far  as  the  Nettleton  Brothers 
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was  concerned,  the  bank  had  to  go  ahead  and  take 

it  over. 

Q.  So,  I  was  up  against  it  again,  but  I  told 
him  I  thought  possibly  I  could  make  it  pay.  I 
wasn't  sure.  We  was  doing  some  evaporating  at  that 
time.  They  had  an  old  condensing  plant  in  there 
and  we  was  evaporating  milk  in  ten-gallon  cans, 
what  we  didn't  put  into  cheese  or  butter,  and  sold 
it  to  Armour  and  Company  at  Enumclaw. 

Anyway,  Mr.  Peters  said  that  we  had  to  go  ahead 
and  talk  to  the  producers,  so  much  was  owing  to 
the  farmers  and  so  much  was  owing  to  tlie  bank, 
and  as  far  as  the  bank  was  concerned,  it  was  will- 
ing to  wait  if  the  farmers  would  hold  still  without 
throwing  it  [2420]  into  bankruptcy. 

So,  we  had  a  meeting,  and  talked  to  the  pro- 
ducers, and  they  said  they  was  willing  to  give  me 
a  chance.  So,  Mr.  Peters  was  more  or  less  my  right- 
hand  man  of  handling  my  affairs  at  the  bank  and 
he — we  made  an  agreement  that  both  of  us  would 
have  49  per  cent  of  the  stock  and  he  would  give  me 
the  stock  if  I  would  throw  my  money  in  I  had  com- 
ing from  the  Nettletons  and  throw  my  cheese  equip- 
ment in  the  Creamer}^  and  was  willing  to  operate 
it,  and  he  would  take  his  other  49  percent  of  thc^ 
stock  and  it  would  hold  against  liabilities  that  the 
bank  had,  around  $21,000  and  he  said  if  I  could  in 
a  number  of  years  pay  the  producers  and  pay  the 
rest  of  the  creditors  and  pay  the  bank  off,  T  could 
have  the  other  49  percent  of  the  stock  and  then  two 
percent  of  the  stock  was  hold  in  escrow  at  the  bank. 
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That  is,  if  something  should  happen  to  me,  that  Mr. 
Peters  would  get  control  of  it  and  he  would  have 
51  x^ercent,  and  if  something  should  happen  to  Mr. 
Peters,  that  I  would  have  control  of  it. 

Q.     So,  did  you  go  into  that  deal  then? 

A.     I  went  into  that  deal,  yes. 

Q.  Before  doing  that,  and  going  into  it,  and 
while  you  were  manufacturing  cheese  in  the  Nettle- 
ton  Creamery,  did  you  keep  or  have  any  books  of 
account'.?  [2421] 

A.     They  kept  books  in  the  creamery. 

Q,  But  did  you  have  anything  to  do  with  the 
keeping  of  them?  A.     No,  I  didn't. 

I  think  a  young  fellow  by  the  name  of  Claude 
Halestone  and  Clark  Nettleton  handled  some,  I 
don't  know  which. 

Q.  Now,  in  going  into  this  deal  to  take  over  this 
escrowed  stock  operation  in  the  creamery  with  the 
bank  or  with  Mr.  Peters  for  the  bank,  were  you 
represented  by  any  lawyer?  A.     No. 

Q.     Or  did  you  have  an  accountant? 

A.     No,  Mr.  Peters  handled  it  all. 

Q.    You  again  were  relying  on  the  banker? 

A.     That  is  right. 

Q.  This  takes  you — now,  was  it  in  1929  that  you 
made  this  deal? 

A.     I  would  think  so,  yes. 

Q.     You  were  then  25  years  of  age,  is  that  right? 

A.    Yes. 

Q.  The  effect  of  which  was  that  at  that  time 
you  acquired  a  half  interest  in  the  corporation? 
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A.    Yes,  that  is  right.  [2422] 

Q.    49  per  cent?  A.     For  what  I 

Q.     of  the  escrow  privilege? 

A.  I  threw  my  cheese  equipment  in  there,  and 
what  the  company  owed  me  at  that  time. 

Q.  And  you  had  to  work  out  from  the  operation 
funds  with  which  to  keep  going,  and  to  pay  the 
indebtedness  ? 

A.  That  is  right.  And  part  of  the  agreement 
was  my  salary  from  or  through  the  bank  was  paid 
at  the  rate  of  $150  a  month. 

Q.  And  for  this  period,  whatever  it  was,  while 
you  were  trying  to  make  this,  you  were  limited  to 
$150  a  month  and  salary?  A.     That  is  right. 

Q.  Now,  had  the  Nettleton  interests  in  the  Issa- 
quah  Creamery  immediately  preceding  this  deal  be- 
tween you  and  Peters,  had  they  had  an  auditor? 

A.  I  think  during  the  time  that  the  ])ank  had 
difficulty  with  the  Nettleton  Brothers,  Mr.  Taylor 
came  into  the  picture,  I  imderstand.  I  think  that 
is  the  first  time  I  met  him,  through  Mr.  Peters. 

Q.  Now,  at  the  time,  or  just  prior  to  your  tak- 
ing over,  and  wlien  you  were  making  cheese  in  the 
Nettleton  Creamery  plant,  did  you  have  any  em- 
ployes [2423]  under  you? 

A.  I  think  during  the  summer  months,  I  had  a 
high  school  kid  that  helped  me  on  the  cheesemak- 
ing  deal  during  the  flush  period.  Otherwise,  I  did 
it  all  alone. 

Q.     You  did  it  all  alone?  A.     That  is  right. 

Q.     Now,  liavino:  placed  tlio  cheesemaking  equip- 
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ment  into  the  creamery  operation  in  this  deal  with 
Mr.  Peters,  will  yon  explain  to  the  Jnry  what,  and 
describe  the  operations  of  the  Issaqnah  Creamery 
as  yon  commenced  in  1929  to  try  and  make  a  living 
and  pay  out  this  indebtedness? 

A.  Well,  we  had  a  churn  and  a  butter  churn 
and  pasteurizer  and  we  had  this  cheese  rack  and 
cheese  press  and  cheesemaking  equipment  and  we 
had  a  condensing  plant  that  we  continued  with. 

I  think,  to  start  out  with,  there  was  about  five  of 
us  working  in  the  plant,  including  myself,  and  part 
of  the  time,  or  during  the  fall,  we  was  trading 
'olackberries  up  there  and  sold  it  to  the  cannery  and 
the  cream  that  we  got,  we  gathered  together  some 
sour  cream  shippers,  people  that  had  a  few  cows 
and  wanted  to  feed  skim  milk  to  the  packers,  and 
we  had  and  ran  a  couple  of  churnings  of  butter  a 
week,  and,  of  course,  [2424]  the  Issaqnah  Creamery 
was — used  to  be  the  Northwest  Milk  Condensing 
ComxX)any  and  the  building  itself  was  just  about  the 
same  kind  of  shape  as  the  condenser  was  up  at 
Tolt,  except  this  one  was  operating,  and  the  other 
one  wasn't. 

Q.  Well,  from  whom — primarily,  you  were  in- 
terested in  obtaining  milk  and  selling  it  or  process- 
ing it  one  way  or  another;  is  that  right? 

A.    Yes. 

Q.  As  of  that  time,  1929,  what  was  the  situation 
as  to  the  producers?  Were  there  large  herds?  Did 
you  have  a  supply  ready,  or  did  you  have  to  go 
out  and  get  your  milk? 
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A.  We  had  pretty  rough  competition  even  when 
I  started  at  Falls  City.  Carnation  ran  the  con- 
denser at  Monroe  and  Borden's  up  at  Auburn  and 
I  was  between  there,  and  between  the  two  of  them 
they  had  a  dividing  line.  Carnation  wouldn't  go 
into  Snoqualmie,  and  North  Bend,  and  Borden's 
wouldn't  go  into  the  Valley.  There  was  a  dividing 
line.  Competition  was  rough  in  getting  the  milk, 
especially  v/hen  the  farmers  got  burned  a  couple  of 
times,  and  they  started  to  ship  to  outfits  where  they 
know  they  got  their  money,  so  it  was  kind  of  rough 
to  x^rocu.re  the  milk  from  the  producers,  and  we 
always  had  competition  so  far  as  price  was  con- 
cerned [2425]  with  the  condensery;  otherwise,  we 
couldn't  get  the  milk. 

So,  I  had  to  naturally,  develop  that,  and  go  out 
and  see  the  producers  and  see  the  farmers  and  keep 
them  satisfied,  and  telling  them  I  knew  it  was  going 
to  work  out,  and  at  that  time  already  there — they 
had  quite  a  bit  of  confidence  in  me  because  I  paid 
them  all  off  when  I  burned  out  at  Falls  City  and 
most  of  the  producers  stuck  with  me  all  the  way 
through. 

Q.  What  was  the  market  situation  of  your  prod- 
uct at  that  time? 

Mr.  Moriarty:    1929? 

Mr.  Griffin:    1929. 

Q.  (By  Mr.  Griffin  continuing) :  The  time  you 
started  ? 

A.  Well,  just  like  I  said,  the  market  situation — 
the  butter  we  made  out  there,  we  branded  it  our- 
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selves  and  sold  it  to  the  local  stores,  and  the  cheese, 

we  sold  to  the  packers,  and  the  evaporated  milk  we 

sold  to  Armour  that  was  doing  the  canning  up  at 

Enumclaw  until  the  1929  deal,  and  then  we  started 

to  get  into  the   '30s  and  the  market  went  all  to 

pieces. 

Q.  Now,  did  you  have  anything  to  do  at  all  as 
that  operation  commenced  with  books  or  the  book- 
keeping [2426]  system  of  the  Issaquah  Creamery? 

A.  No,  I  have  never  had  anything  to  do  with  it, 
either  the  books  or  the  bookkeeping  system  un- 
til  

Q.  (Interposing)  And  as  you  commenced  that 
operation,  did  you  have  any  milk  routes  or  drivers? 

A.  Well,  we  didn't  have  any  of  our  own  milk 
routes.  We  was — the  milk  hauling  was  contracted 
out.  My  father-in-law  at  that  time  still  was  hauling 
the  milk  from  Snoqualmie  Valley,  and  Castagno 
Brothers,  Issaquah  Transportation  now,  was  haul- 
ing the  milk.  I  think  we  had  one  truck  that  we 
used  to  pick  up  the  sour  cream  among  the  sour 
cream  farmers,  and  that  is  the  truck  that  I  used  to 
peddle  our  butter. 

Q.  At  the  time  that  you  took  over  this  operation 
and  tried  to  work  it  out,  did  the  Nettletons  have 
any  clerical  staff  or  bookkeepers'? 

A.  Yes,  Alice  Neukirchen  worked  there  at 
about  that  time,  and  so  did  Claude  Halestone. 

Mr.  Moriarty:    I  didn't  hear  the  last  name. 

The  Witness:     Halestone. 

Mr.  Griffin:    Halestone. 
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Q.  (By  Mr.  Griffin) :  In  latter  years,  was 
Alice  Neiikirchen  succeeded  by  her  sister  Caroline 
Neukirchen  ? 

A.  Yes,  we  had  Alice  first,  and  then  Bud  and 
then  Caroline,  ''Kellyr  [2427] 

Q.     You  generally  call  her  Kelly? 

A.     That  is  right. 

Q.     And  who  succeeded  Halestonet 

A.  I  think  Harold  succeeded — Harold  Erickson 
succeeded — Alice  Neukirchen. 

Q.  Harold  Erickson  succeeded  Alice  Neukir- 
chen ?  A.    Yes. 

Q.  All  right;  so,  is  it  fair  to  say  that  you  took 
over  the  business  as  you  did  and  these  employes 
were  in  the  office  at  the  time  that  you  took  it  over, 
and  continued  to  be  there  until  they  were  succeeded 
by  others?  A.     That  is  right,  yes. 

0,  And  the  primary  products  at  that  time,  I 
think  you  said,  of  the  Issaquah  Creamery  were  but- 
ter, cheese  and  evaporated  milk?  A.     Yes. 

Q.  Had  you,  prior  to  that  operation,  had  any 
experience  of  any  kind  with  corporations  ? 

A.    No. 

Q.  Now,  the  year, — did  you — what — aside  from 
going  out  to  see  the  farmers  and  trying  to  obtain 
a  source  of  supply,  did  you  have  anything  to  do 
with  the  selling  of  these  things  that  you  manufac- 
tured? A.    Yes,  I  was  the  salesman. 

Q.    You  were  the  salesman?  [2428] 

A.     Right. 
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Q.  And  who  was  the — who  manufactured  the 
cheese?  A.     I  did. 

Q.  Did  you — what  was  the  nature  of  any  other 
assistants  that  you  had  at  that  time? 

A.  Well,  we  had  a  fellow  that  dumped  the  milk 
and  dumped  the  cream  and  pasteurized  the  cream 
and  we  had  a  fellow  that  ran  the  condensing  plant 
and  done  the  Babcock  testing  and  the  combination 
buttermaker  and  the  fellow  that  fired  the  boiler. 

Q.     Does  that  about  cover  your  plant? 

A.  That  is  about  it.  Everybody  helped  each 
other  out.  If  one  fellow  was  ill,  they  worked  in  the 
cheese  room  or  anything  else. 

Q.     And  you  had  two  people  in  the  office? 

A.     That  is  right. 

Q.  Did  you  have  any  supervision  of  any  kind 
as  to  how  the  office  was  handled  ? 

A.  Well,  I  think  in  those  early  days  as  long  as 
Mr.  Peters  wns  interested  in  it,  he  was  the  man 
that  handled  that  part.   He  looked  after  that  end. 

Q.  Now,  the  year  following  your  acquiring  this 
opportunity,  did  you  do  any  expanding? 

A.  Yes,  I — Mr.  Brehm  of  the  Brehm  Stores, 
came  [2429]  out  to  see  us,  and  told  us  that  he  was 
interested  in  buying  some  cottage  cheese  curd  from 
us.  That  is,  the  dry  cottage  cheese  before  it  is 
creamed  and  I  never  made  any  cottage  cheese  be- 
fore, so  T — the  first  few  batches  we  turned  out 
wasn't  too  hot.  Tt  was  more  like  buckshot  than  cot- 
tage cheese  but  we  worked  it  out  and  started  to 
furnish  Brehm  cottage  cheese,  so  after  we  worked 
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that  out  mth  him,  he  told  me  that  he  was  quite 
interested  in  going  into  selling  fresh  milk  out  of 
the  Brehm  Stores,  so  we  started  getting  into  the 
fresh  milk  business,  and  about  the  same  loeriod  it 
happened  that  we  went  in  and  started  to  make  ice- 
cream. 

Mr.  Griffin:     I  Avill  have  you  tell  us  something 
about  ice  cream  right  after  dessert. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  recess  for  luncheon,  and  the  Court 

calls  your  attention  to  the  admonition  given  you  on 

similar  occasions,  and  asks  that  you  heed  it  on  this 

occasion. 

You  may  now  be  excused  imtil  1 :45. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 
The  Court :    This  case  will  be  recessed  until  1 :45. 
Court  will  remain  in  session. 

(Whereupon,  at  12:15  o'clock  p.m.  a  recess 
was  [2430]  liad  in  the  within-entitled  and  num- 
bered cause  until  1:45  o'clock  p.m.  March  26th, 
1954,  at  which  time  counsel  and  defendants 
heretofore  noted  being  present,  the  following 
proceedings  w^ere  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated.   It  is  stipulated 
that  tlie  jury  and  all  defendants  are  present  in  the 
courtroom  ? 
Mr.  Griffin :     Yes,  your  Honor. 
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Mr.  Moriarty:    Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Griffin. 

Q.  (By  Mr.  Griffin)  :  Mr.  Forster,  just  prior  to 
the  noon  recess,  you  testified  about  your  expanding 
into  the — started  to  tell  about  expanding  into  the 
ice  cream  business,  which,  I  believe,  was  in  1930 
at  the  Issaquah  Creamery.  What  did  you  do  in 
that  particular? 

A.  Well,  I  think  it  was  in  1930  and  1931  we  put 
in  a  homogenizer  to  make  our  mix,  ice  cream  mix, 
and  put  in  the  40-quart  drying  freezer,  and  we 
started  out  to  sell  the  ice  cream  to  the  outlets  in  the 
Issaquah  Valley  and  Snoqualmie  Valley  at  first, 
drugstores  and  delicatessens.  [2431] 

Q.  Did  you  have  any  experience  yourself  with 
ice  cream? 

A.  No,  my  experience,  so  far  as  the  dairy  part 
was  concerned,  was  cheesemaking  and  buttermak- 
ing. 

Q.  Did  you  employ  someone  especially  then  for 
the  ice  cream  department? 

A.     Yes,  we  employed  an  ice  cream  maker. 

Q.  Now,  this  was  in  1930;  did  you,  as  of  that 
time,  have  any  financial  resources  other  than  as 
you  had  started  in  this  matter  in  taking  it  over  the 
year  before? 

A.  No,  that  is  all  the  resources  we  had.  That 
equipment,  we  made  small  down  payments,  and 
some  of  the  pasteurizers,  we  bought  used  equip- 
ment. 

Q.    And  you  were  quite  dependent,  as  T  under- 
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stand,  at  the  start  on  Mr.  Peters,  the  banker,  for 

advice — financial  advice?  A.     That  is  right. 

Q.  In  1930,  did  anything  happen  to  Mr.  Peters' 
bank  ? 

A.  Well,  yes;  around  1930  or  '31,  I  couldn't  ex- 
actly give  you  the  six  months'  period  when  it  hap- 
pened, but  as  far  as  Issaquah  State  Bank,  and  Mr. 
Peters  was  president  of  it,  it  got  into  financial  diffi- 
culties, and  Mr.  Hall  of  the  bank  in  Tolt  and  Mr. 
Roberts  of  the  bank  [2432]  in  Redmond  and  Kirk- 
land  and  Peoples  National  Bank  came  in  and  took 
the  Issaquah  State  Bank  over. 

Q.  Going  back  for  a  moment  to  your  reference 
to  ice  cream  mix,  did  you  ever  personally  make  any 
ice  cream  or  ice  cream  mix  commercially? 

A.     No,  I  sought  help  to  make  it. 

Q.  And  what  is  ice  cream  mix  in  your  business, 
and  referring  to  the  business  as  it  eventually  ex- 
panded ? 

A.  Well,  ice  cream  mix  is  a  mixture  of  fresh 
condensed,  either  condensed  skim  or  condensed 
whole  and  some  sweet  cream  and  stabilizer  and 
sugar. 

Q.  I  didn't  mean  xiarticularly  what  the  contents 
vrere,  but  I  mean,  what  is  it,  for  what  purpose  is 
it  made,  and  how  is  it  disposed  of? 

A.  Well,  that  is  the  liquid,  the  ice  cream  in  its 
liquid  form.  In  other  words,  you  make  the  ice 
cream  mix  first,  and  after  you  make  the  mix,  then 
you  freeze  it. 

Q.     Well,  vou  sav  tliat  vou  freeze  it:  now,  vou 
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were  making  both  ice  cream  mix  and  ice  cream? 

A.     That  is  right. 

Q.     But  did  you  make  ice  cream  mix  for  sale? 

A.  Yes,  we  was  one  of  the — probably  one  of  the 
first  people  that — first  concerns  that  started  [2433] 
to  sell  ice  cream  mix  to  counter  freezers,  and  we 
sold  it  to  them  in  five-gallon  cans,  or  ten-gallon 
cans. 

Q.  In  that  connection,  in  those  sales,  were  those 
connected  with  any  other  concern,  or  sales  of  any 
equipment  % 

A.  Yes,  when  we — the  first  sales  of  ice  cream 
mix,  when  we  started  to  go  into  it,  was  through — 
it  was  approached  by  the  Mills  Novelty  Company 
who  sold  counter  freezers  like  the  Sweden  people 
sell  Sweden  freezers,  and  they  were  selling  two  and 
one-half  gallon  freezers,  where  you  put  in  two  and 
one-half  gallons  of  mix  and  get  five  gallons. 

Q.  And  did  you  then  sell  both  the  mix  and  sup- 
ply equipment  to  the  customer,  as  time  went  on? 

A.  Well,  yes.  In  too  many  instances  we  fur- 
nished all  the  equipment.  We  helped  in  making 
down  payments  to  customers.  In  other  words,  if 
the  down  payment  on  one  of  those  freezers  was 
$500  the  customer  put  in  $250  and  the  creamery  put 
in  the  other  $250  and  we  made  a  mix  agreement  for 
them  to  buy  their  ice  cream  mix  and  pay  it  back 
on  a  gallonage  basis,  20  cents  or  30  cents  a  gallon, 
whatever  the  mix  would  be,  until  it  was  paid  up. 

Q.    And [2434] 

Mr.  Moriarty:     (Interposing)  Was  this  1931? 
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Mr.  Grifan:    1930  and  1931. 

Q.  (By  Mr.  Griffin  continuing)  :  As  it  went  on, 
which  we  will  reach  later,  did  that  sale  of  mix, 
supplying  equipment  to  the  purchaser,  become  a 
substantial  part  of  your  business,  that  is,  one  of 
the  substantial  parts  of  the  business? 

A.  Yes,  our  mix  business  was,  in  those  middle 
'30s  was  much  larger  than  our  ice  cream  business. 
"We  got  up  to  an  annual  voliune  of  around  500,000 
gallons  of  ice  cream  mix. 

Q.  This  morning  you  referred,  I  believe,  to 
farmers  dealing — that  you  went  out  to  deal  with 
farmer  producers  and  you  used  some  other  term 
referring  to  producers  of  milk.  Do  you  make  any 
distinction  when  you  are  referring  to  these  people 
as  between  farmers  and  producers? 

A.     No,  that  is  one  thing.   Milk  shippers. 

Q.     Shippers,  that  is  the  term  you  used? 

A.     That  is  right. 

Q.  You  are  referring  to  the  Dairymen,  whoever 
they  may  be,  that  have  the  cow  that  sells  the  milk  ? 

A.     That  is  right. 

Q.  Now,  did  the  Issaquah  Creamery,  when  you 
went  [2435]  into  it,  have  any  fresh  milk  business? 

A.  No,  we  didn't  have  any  fresh  milk  business 
until  either  the  late  '30s,  or  early  1931,  I  think,  we 
started  to  bottle  fresh  milk. 

Q.    You  mean  the  late  '20s  or  1931? 

A.    Yes. 

Q.  Who  instigated  the  fresh  milk  item  at  Issa- 
quah ? 
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A.  Mr.  Brehm  of  Brehm  Stores  approached  me 
on  it.    He  said  he  would 

Mr.  Moriarty:  (Interposing)  I  think  this  has 
been  gone  over. 

Mr.  Griffin:     Not  this  one.    I  haven't  touched  it. 

Mr.  Moriarty:  Before  we  adjourned,  Mr.  Brehm 
had  become  the  milk  outlet  in  Seattle. 

The  Court:  There  was  some  reference  to  Mr. 
Brehm. 

The  Witness:    That  was  cottage  cheese  curd. 

Mr.  Griffin:     Ice  cream  and  cheese. 

Mr.  Moriarty:    And  then  the  milk. 

Mr.  Griffin :  The  milk  is  important  in  the  defense 
we  reach  later. 

The  Court:    You  may  proceed.  [2436] 

Q.  (By  Mr.  Griffin) :  Explain  briefly  to  the 
jury  the  fresh  milk  business  that  you  commenced  at 
the  Issaquah  Creamery  in  1931? 

A.  Well,  we  was  approached  by  Mr.  Brehm  at 
that  time  in  the  early  1930 's.  He  had  either  eight 
or  nine  stores.  He  expanded  later,  and  I  think  he 
got  up  to  15  or  16  and  he  was  buying  cottage  cheese 
curd  and  cream  and  mixed  the  cottage  cheese  up 
himself  and  sold  it  in  bulk  in  his  stores  in  the  big 
pans,  and  he  approached  me  and  said  he  thought 
he  could  do  quite  a  milk  business  out  of  the  stores, 
and  I  said,  "AVell,  just  how  much  do  you  think  you 
could  sell?"  And  he  said,  "I  ought  to  be  able  to  sell 
ten  cases  out  of  each  store."  Which  would  be  about 
100  cases  a  day.   I  said,  ''It  will  probably  be  quite 


868  Hans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

an  investment,  but  if  you  think  you  can  sell  that 

much,  I  mil  be  glad  to  look  into  it." 

iind  I  talked  to  Mr.  Peters  about  it,  and  he — we 
checked  with  supply  people  that  sold  the  equipment 
— the  washer,  and  we  had  a  pasteurizer  already,  and 
we  had  to  get  a  cooler,  and  we  finally  got  to  agree- 
ment where  we  made  a  thirty  percent  down  pay- 
ment and  purchased  that  equipment,  and  that  is 
the  way  we  went  into  the  fresh  milk  business. 

Q.  And  at  that  time,  the  fresh  milk  was  [2437] 
delivered  in  Seattle  from  where? 

A.     From  Issaquah. 

Q.  And  the  Brehm  Stores,  your  major  outlet, 
were  located  where  ? 

A.     All  the  Brehm  Stores  were  in  Seattle. 

Q.  Now,  had  you  any  experience  as  of  that  time 
personally  theretofore  in  the — in  that  branch  of  the 
milk  industry? 

A.  No,  I  never  worked  in  the  fresh  milk  plant 
before,  but  I  tackled  it  myself,  and  I  had  to  join 
the  Union,  and  I  pasteurized  and  bottled  my  own 
milk  for  about,  I  would  say,  a  little  bit  over  a  year. 

Q.  You  had  to  join  the  Union  to  be  able  to  do 
that?  A.     That  is  right. 

Q.  Now,  did  you  have  a — did  you  have  any  par- 
ticular wholesale  business  at  that  time? 

A.  Well,  Brehm  Stores,  that  is  what  you  call 
wholesale  business.  In  other  words,  you  sell  it  to 
the  store.  But,  instead  of  selling  100  cases  a  day, 
he  sold,  I  think,  about  35  so  he  told  me  he  was  sorry 
and  tried  to  do  everything  he  could  b}^  advertising 
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to  see  if  he  could  increase  this  trade  to  make  it 
worthwhile,  but  it  went  slow,  and  I  had  to  contact 
other  stores,  and  I  told  him  we  couldn't  operate  on 
that  basis,  and  I  started  [2438]  to  contact  some  job- 
bers that  was  buying  milk  of  other  dairies,  and  in- 
duced them  to  start  to  buy  milk  from  us. 

Q.  You  have  referred  to  a  jobber.  What  do 
you  mean  by  a  "jobber"? 

A.  An  independent  operator  that  owns  his  own 
route,  and  he  buys  the  milk  from  the  dairy  f.o.b. 
platform  and  handles  his  own  collections  and  ac- 
counts, and  pays  the  dairy  so  much  for  the  milk 
on  the  platform  after  we  take  it  out  of  the  ice  box. 

Q.  In  the  delivery  of  milk  from  Issaquah  to 
your  outlets  in  Seattle,  did  that  require  investment 
then  in  trucks  and  transportation  facilities'? 

A.     Yes,  we  bought 

Q.     (Interposing)  I  don't  care  about  the  details. 

A.  (Continuing)  Yes,  we  bought  a  big  Fageol 
Truck.   That  was  the  first  dairy  truck  we  had. 

Q.     One  truck?  A.     That  is  right. 

Q.  Now,  did  that  kind  of  operation,  the  making 
of  butter,  cheese  and  ice  cream  mix  and  ice  cream 
and  the  sale  of  liquid  milk  continue  for  the  next 
two  or  three  years  at  Issaquah? 

A.     Yes,  we  started  to  grow,  and [2439] 

Q.     (Interposing)   How  did  you  start  to  grow? 

A.     Well,  by  getting  more  business. 

Q.     How  did  you  get  more  Inisiness? 

A.     By  going  ahead  and  contacting  customers. 

Q.    Wlio  did  that  ?  A.I  done  most  of  it. 
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Q.  And  as  you  started  to  grow,  what  did  you 
do  as  you  progressed  then? 

A.  Well,  we  soon  learned  that  it  was  too  far  for 
the  trucks  to  drive  between  Seattle  and  Issaquah. 
Those  days  we  didn't  have  the  Floating  Bridge,  of 
course,  and  we  had  to  go  by  Renton.  So,  we  estab- 
lished a  depot  where  we  built  in  an  ice  ]:)ox  on 
23d  Avenue  and  Rainier,  and  we  hauled  the  bottled 
milk  in  from  Issaquah  in  to  the  ice  box,  and  we 
had  one  man  that  loaded  up  the  trucks  of  those 
jol^bers  and  for  our  own  independent  routes,  and 
he  collected  the  money  from  the  drivers,  and  that 
is  when  Mrs.  Wilcox  started  to  go — went  to  work 
for  us  as  office  girl. 

Q.  Before  I  get  down  to  Alpine,  what — do  you 
recall  the  time  that  you  acquired  an  interest  in  the 
Puyallup  Creamery,  or  what  has  been  referred  to 
here  as  Simonson  and  Forster? 

A.     Yes,  I  think  it  was  in  around  1933  or  1934. 

Q.  All  right:  now,  you  had  met  Plicks  Taylor 
first,  I  understand  your  testimony,  when  you  went 
into  [2440]  this  deal  with  Peters  into  the  Issaquah 
Creamery  f 

A.  That  is  right ;  T  met  Mr.  Taylor  through  Mr. 
Peters,  who,  at  that  time,  was  the  banker,  and  he 
brought  Mr.  Taylor  in  to  find  out  inst  what  liabili- 
ties and  assets  was  that  the  Nettletons  left  over 
Avhen  they  walked  out. 

Q.  When  did  Mr.  Taylor  first  enter  your  em- 
ploy in  any  capacity:  by  your  "employ,"  either 
vonrself  or  iho  Tssamiah  Croamerv? 
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A.  Well,  I  would — I  am  quite  sure  that  Mr. 
Peters  didn't 

Mr.  Moriarty:  That  is  not  responsive  if  your 
Honor  please. 

A.     (Continuing)  Well,  it  was  in  the  early  '30s. 

Q.  Was  it  immediately  upon  your  going  into 
the  Issaquah  Creamery  deal? 

A.  When  I  went  in  there,  that  is  when  Mr.  Pe- 
ters got  Mr.  Taylor  to  make  an  audit  of  the  Issa- 
quah Creamery. 

Q.  And  did  Mr.  Taylor  then  continue  to  work 
for  you? 

A.     He  has  been  connected  with  it  ever  since,  yes. 

Q.  Now,  what  was  the  first  outside  interest  that 
you  acquired  after  you  commenced  this  operation 
of  [2441]  the  Issaquah  Creamery? 

A.     Puyallup  Creamery. 

Q.  And  that  is  known  here  as  Simonson  and 
Forster  ? 

A.     Simonson  and  Forster,  yes. 

Q.     Who  handled  the  matter  of  that  acquisition? 

A.  Well,  Mr.  Taylor  helped  me  handle  it  with 
Mr.  Simonson,  and  Mr.  Simonson  was  manager  of 
the  Red  Rock  Creamery  in  Kent,  and  I  met  him 
out  in  the  field  and  he  contacted  farmers  and  knew 
oF  the  sale,  that  the  Puyallup  Creamery  was  for 
sale,  and  he  wanted  to  know  if  I  was  interested  in 
going  into  partnership  with  him,  and  after  him  and 
I  looked  it  over,  I  talked  to  Mr.  Taylor  about  it, 
and  we  bought  it.   I  think  we  put  in  $1,250  apiece. 

Q.     By  "we  put  in  $1,250  apiece."  you  mean  who? 


872  Hans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

A.     Oscar  Simonson  and  myself. 

Q.  The  Puyalhip  Creamery  was  not  a  corpora- 
tion, was  it? — at  that  time  that  yon  purchased;  it 
was  a  partnership? 

A.  I  don't  think  it  Vv^as.  I  think  it  was  a  part- 
nership and  Mr.  Hansen  owned  it. 

Q.  How  did  you  happen  to  consult  Mr.  Taylor 
about  that  deal?  [2442] 

A.  Well,  he  was  alread}^  my  accountant  and  my 
associate. 

Q.     Did  you  have  any  lawyer? 

A.     No,  I  think  Mr.  Taylor  handled  it  all. 

Q.  And  then  was  Simonson — when  you  and  Mr. 
Simonson  purchased  the  Puyallup  Creamery,  then  it 
was  incorporated  Simonson  and  Forster,  wasn't  it? 

A.     That  is  right. 

Q.     Who  incorporated  Simonson  and  Forster? 

A.     I  think  Hicks  Taylor  did. 

Q.     And  you  had  no  lawyer  in  that  instance? 

A.     No. 

Q.  And  who  set  up  the  books  of  Simonson  and 
Forster?  A.     Hicks  Taylor. 

Q.  And  was  Mr.  Taylor  director  and  officer,  in 
Simonson  and  Forster  from  the  tune  it  was  set  up? 

A.  I  think  he  was  secretary;  I  think  he  was  a 
director,  too. 

Q.     Treasurer?  A.     I  think  so. 

Q.  Did  you  know  veiy  much  about  those  matters, 
or  liow  the  corporation  was  run  or  liow  it  should 
be  run? 
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A.  No,  those  matters,  those  days,  clear  up,  I  left 
it  all  up  to  him.  [2443] 

Q.     To  who?  A.    To  Mr.  Taylor. 

Q.  And  then  what  was  the  business  of  Simonson 
and  Foi'ster  in  connection  with  its  relationship  to 
the  Issaquah  Creamery  Company'? 

A.  Of  course,  it  Avas  a  different  operation  than 
— a  diiLcrent  ownershij).  Whatever  the  Puyallup 
Creamery  had  to  buy  that  Issaquah  Creamery  had 
to  sell,  naturally  we  got  the  business. 

Q.  Now,  in  what  business — in  what  business  was 
the  Simonson  and  Forster  business? 

A.     Well 

Q.     (Interposing)    That  you  established? 

A.  (Continuing)  Well,  that  was  mostly  a  but- 
termaking  operation  to  start  with  with  a  retail  store 
in  the  front. 

Q.  Did  you  know  or  have  anything  to  do  with 
the  corporate  books  or  records  of  Simonson  and 
Forster  ? 

A.  I  don't  think  I  ever  seen  them  except  the 
stock  certificates  that  Mr.  Taylor  gave  me  and  put 
in  my  safe  deposit  box. 

Q.  Do  you  know  whether  or  not  you  signed  any 
minutes  or  any  documents  from  time  to  time  ? 

A.  No,  I  am  positive  I  didn't.  I  think  Mr.  Sim- 
onson signed  most  of  the — all  of  the  records  [2444] 
witli  Mr.  Taylor  as  secretary  and  treasurer. 

Q.  Who  made  the  arrangements  for  payments  of 
any  money  from  Simonson  and  Forster  to  yourself? 

A.     Mr.  Taylor  told  me — Oscar  and  I  had  a  cer- 
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tain  agreement.  I  think  $400  a  month  that  he  was 
supposed  to  get  as  salary,  and  I  wasn't  supposed  to 
get  anything  because  I  didn't  spend  too  much  time 
down  there.  I  go  down  there  once  in  a  while.  Most 
of  the  time  the  same  day  that  Mr.  Taylor  go  down, 
and  we  tried  to  get  down  there  and  probably  have 
lunch  and  talk  over  the  situation  just  about  the 
dairy  business. 

And  one  day  out  at  Issaquah  when  Mr.  Taylor 
was  out  there  going  over  the  books,  he  told  me  if  I 
knew  that  Oscar  increased  his  salary  to  $500  a  month. 
I  said  "No,  I  didn't  know  anything  about  it";  he 
was  writing  checks,  and  he  just  increased  his  salary 
and  I  told  him  I  sure  would  talk  to  him  about  it, 
because  that  wasn't  the  understanding,  he  was  sup- 
posed to  draw  four  hundred  dollars  a  month  period. 

So,  I  got  ahold  of  Oscar,  and  I  told  him  that  if 
he  want  to  continue  drawing  $500  a  month,  it  was 
all  right  with  me  if  the  business  could  stand  it,  but 
I  felt  that  I  was  entitled  to  $100  a  month  just  like 
he  v/as.  If  he  want  to  increase  his  salary  from  $400 
to  $500.  And  he  said  as  far  as  he  w^as  concerned,  the 
business  couldn't  [2445]  stand  it  and  he  didn't  want 
to  cut  his  salary  to  four  himdred. 

I  said  "It  is  good  enough  for  me.  You  send  me 
$100  a  month  as  long  as  you  draw  $500,  and  if  you 
don't  think  the  business  can  stand  it  and  you  (xo  to 
four  hundred,  you  can  cut  out  the  one  hundred," 
and  that  is  the  way  it  started. 

O.  Vriio  handled  it  from  there  on,  tJie  matter  of 
salary  ? 


United  States  of  America  875 

(Testimony  of  Hans  Forster.) 

A.     That  is  where  the  salary  was. 

Q.     Who  handled  the  books  on  it? 

A.     Mr.  Taylor  did. 

Q.  Did  you  ever  have  anything  i^ersonally  to  do 
with  the  books  of  account  or  records  of  Simonson 
and  Forster? 

A.  When  I  went  down  there,  sometimes  once  a 
month  and  sometimes  every  two  or  three  months,  I 
never  looked  at  any  books  or — we  just  tried  to  get 
down  before  twelve  o'clock  so  that  the  three  of  us 
could  go  out  and  have  lunch  and  spend  an  hour  and 
a  half  and  I  go  on  my  way. 

Q.     By  the  three  of  you,  you  mean? 

A.     Mr.  Taylor,  Mr.  Simonson  and  myself. 

Q.  Did  Mr.  Taylor  usually  accompany  you  when 
you  went  down  to  Simonson  and  Forster?  [2446] 

A.  No,  he  came  from  Seattle,  and  I  started  to 
come  down  from  Issaquah. 

Q.  But  he  was  generally  there  when  you  were 
there,  is  that  right?  A.     Yes. 

Q.  And  do  you  have  any  idea  or  knowledge 
how  the  matter  of  salary  was  handled  on  the  books, 
either  corporate  books  or  books  of  account,  of 
Simonson  and  Forster? 

A.  No  idea  at  all.  That  is  the  arrangement,  the 
$100  a  month  started  and  how  they  handled  it  on 
the  books,  nobody  told  me  about  it. 

I  never  asked  anybody,  and  T  never  looked  at 
the  books. 

Q.    Do  you  know  who  kept  the  account  ])ookf;  o+' 
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Simonson  and  Forster?  That  is,  do  you  know  the 

bookkeepers  personally  ? 

A.  I  have  met  the  girls  when  I  walk  in  the  office. 
It  wasn't  the  same  ones  all  the  time.  They  changed 
them  so  I  didn't  have  anything  to  do  with  the  hir- 
ing or  firing  of  them.  I  didn't  know  if  he  needed 
tv7o  or  one,  or 

Q.  (Interposing)  Was  Simonson  and  Forster 
a  particularly  successful  operation? 

A.  V*^ell,  it  was  a  pretty  successful  operation.  It 
was  quite  small.  [2447] 

We  went  into  the  fresh  milk  business  down  there. 
This  butter  business  that  w^e  were  in  and  to  start 
out  w4th,  a  lot  of  these  sour  cream  shippers  either 
got  larger  and  quit  shipping  sour  cream,  or  they 
went  out  of  business,  and  we  did  get  into  the  fresh 
l)usiness  under  the  name  of  Valley's  Best,  and  we 
sold  some  fresh  milk  and  started  to  freeze  ice  cream, 
and  bought  the  mix  from  Issaquah  Creamery,  and 
we  done  fairly  good  at  it.  We  expanded  a  little  bit, 
and  went  to  Burton  and  opened  a  cheese  factory. 
I  think  it  was  in  the  late  thirties,  and  didn't  do 
so  hot  in  that  one,  and  ])ulled  our  horns  in. 

Q.  Did  you  have  to  spend  a  portion  of  your  time 
in  the  business  of  Simonson  and  Forster — overall 
r^et-up,  I  mean? 

A.  Well,  yes,  I  put  quite  a  l)it  of  time  in  when 
we  started  it,  at  first,  actually,  because  Oscar  Sim- 
onson used  to  be  a  butter  maker  for  Turner  and 
Pease  before  he  went  out  witli  the  Red  Rock,  and 
Red  Rock  used  to  make  cottage  cheese,  so  when  wo 
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went  to  Morton  and  started  a  cheese  factory  there, 
Oscar  didn't  know  anything  about  making  Ameri- 
can cheese,  and  I  had  to  supervise  the  cheese-maker, 
and  I  spent  quite  a  bit  of  time. 

Q.     What  year  was  that? 

A.     I  think  it  was  in  the  late  thirties.  [2448] 

Q.  Has  your  interest  in  Simonson  and  Forster 
been  liquidated? 

A.  Yes,  it  was  sold  to  the  Tacoma  Milk  Pro- 
ducers xissociation. 

Q.  And  is  that  part  of  the  funds  that  went  into 
the  matter  of  taxes  here? 

Mr.  Moriarty:     Objected  to. 

A.     That  is  right. 

Mr.  Moriarty :    And  move  the  answer  be  stricken. 

The  Court:     On  v\^hat  ground? 

Mr.  Moriarty:  It  is  immaterial,  if  your  Honor 
please,  what  happened  to  the  proceeds. 

The  Court:  Well,  it  may  be  immaterial.  I  think 
it  may  serve  to  round  out  the  other  testimony, 
and  we  will  not  strike  it,  and  you  may  proceed. 

Q.  (By  Mr.  Griffin) :  Now,  did  you  acquire  any 
other  outside  businesses  that  you  recall  in  connec- 
tion ^vith  Issaquah  Creamery  prior  to  1940? 

A.  Yes,  I  bought  out  Green  Pastures  Dairy. 
They  had  about  three  or  four  routes  in  Rainier 
Valley,  and  they  jobbed  out  of  our  plant,  and  they 
started  to  owe  us  quite  a  bit  of  money;  I  don't 
know  whether  we  purchased  them  or  not;  we  took 
them  over  to  get  them  out  of  their  misery. 

And  then  I  bought  the  Melrose  Dairy  in  Ballard 
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[2449]  who  went  into  the  hands  of  receivers,  and 
I  took  those  routes  and  put  them  together,  with  Al- 
pine. 

Q.  Now,  the  Green  Pastures,  about  what  year 
did  you  acquire  that? 

A.  Gosh,  I  really  couldn't  tell  you.  It  was  in  the 
middle  thirties.  It  was  all  before  1940.  Between 
1932  and  1940. 

Q.  Who  handled  the  details  of  those  two  ac- 
quisitions? A.    Mr.  Taylor. 

Q.     Now,  had  the  business  at  the  Issaquah 

Mr.  Griffin:  Before  I  get  into  that,  strike  that, 
please. 

Q.  (By  Mr.  Griffin) :  Bid  you  make  applica- 
tion to  the  Governmental  authorities  to  become  a 
citizen  of  the  United  States? 

A.     That  is  right. 

Q.  About  how  soon  after  you  first  entered  the 
United  States? 

A.  I  would  say  about  six  months  after  I  came 
into  the  United  States. 

Q.     And  were  you  eventually  naturalized? 

A.     I  was  naturalized  in  1931. 

Q.  1931;  all  right;  now — in  evidence  here  are 
certain  payments  of  military  dues  to  the  Govern- 
ment of  [2450]  Switzerland.  You  are  familiar  with 
that?  A.     Yes. 

Q.  I  don't  kn(nv  whether  you  call  it  dues  or 
taxes,  whatever  it  may  b(\  or  tax.  Will  you  explain 
to  the   mvy  tli.-it  situation? 
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That  is,  you  were  a  fully  naturalized  citizen  of 
the  United  States  and  had  been  since  1931? 

A.     That  is  right. 

Q.  Will  you  explain  to  the  Jury  how  it  happens 
that  you  pay  military  dues  to  the  Government  of 
Switzerland  ? 

A.  Well,  when  I  left  Switzerland,  I  went  into — 
started  to  get  into  the  recruiting  service  one  year. 

You  start  when  you  are  twenty  years  old.  But  I 
wanted  to  get  it  over  with,  so  I  offered  myself 
when — at  the  time  I  was  nineteen,  and  at  that  time, 
I  figured  that  it  would  take  a  certain  length  of 
time  to  get  the  visa  and  I  might  as  well  get  to  sol- 
diers' school  and  get  it  done,  and  I  was  assigned 
to  the  artillery. 

So  when,  I  think  it  was  about  a  week  before  the 
soldiers'  school  started,  Andres  said  he  had  to  leave 
and  if  I  could  get  a  furlough,  I  should  do  it,  so 
I  went  to  the  military  authorities  and  told  them 
that  T  intended  to  go  to  the  United  States,  and  I 
wanted  to  get  a  furlough,  and  he  said,  "Don't  you 
want  to  take  the  [2451]  soldiers'  school  first?"  And 
I  said,  ''Well,  I  didn't  know  how  much  good  it 
would  do  me  over  there,"  and  I  felt  I  had  this  op- 
portunity to  go  with  Mr.  Andres,  and  I  felt  I 
wanted  to  go,  and  he  said,  "We  will  give  you  one 
year  furlough." 

So,  he  gave  me  one  year  furlough,  and  they  gave 
me  a  furlough  ever  since,  and  I  paid  the  tax  into 
the  Swiss  Legation  in  Washington,  D.  C.  I  think 
it  was  $50  a  year,  and,  I  don't  know,  for  quite  a 
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few  years;  then  I  forgot  all  about  it,  so  I  didn't 
follow  it  up,  and  I  finally  got  a  letter  from  my  Dad, 
my  father,  and  he  said  that  if  I  couldn't  afford  to 
pay  it,  that  he  would  pay  it  out  there,  l)ecause  he 
felt  that  as  far  as  their  part  was  concerned,  they 
could  go  ahead  and  make  him  liable  for  it  anyway, 
so  I  went  ahead  and  paid  my  back  taxes  and  kept 
on  paying  it  up. 

Q.  That  is,  you  came  originally  on  a  furlough, 
and  that  resulted  in  this  requirement  of  him? 

A.     That  is  right. 

Q.  Xow,  what — who  was  taking  care  of  the 
books  and  records  of  the  Issaquah  Creamery  from 
the  time  you  started  in  1929,  I  believe,  down  until 
the  year  1940? 

A.    We  had  different  girls  in  the  office. 

Q.    Yes,  but  who  had  the  overall  charge?  [2452] 

A.  The  fellovr  that  overseered  the  office,  Hicks 
Taylor. 

Q.  How  close  did  your  acquaintanceship  and  re- 
liance on  him  from  the  time  that  you  entered  into 
that  deal  with  Mr.  Peters  in  1929  down  until  1940 
go? 

Mr.  !Moriarty:  Object  to  the  form  of  the  ques- 
tion, and  it  asks  for  a  self-serving  answer.  He  can 
state  the  facts. 

Q.  (By  Mr.  Griffin  confirming)  :  All  right;  state 
the  facts. 

A.  Our  relationships  were  very  close,  not  only 
from  a  financial  part,  bnt  T  also  considered  Hicks 
Taylor  one  of  my  best  friends. 
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Q.  Had  you  come  to  rely  upon  his  business  judg- 
ment ? 

A.  Well,  I  not  only  relied  upon  it,  but  I  de- 
pended upon  it. 

Q.  Now,  you  used  the  year  1940.  I  will  come 
back  to  that.  There  was  no  change  in  that  reliance 
and  depending  upon  it,  was  there,  up  until  the  time 
that  your  present  accountants  went  in  to  investi- 
gate these  accounts'? 

Mr.  Le  Sourd:    Objected  to  as  leading. 

Mr.  Griffin:  The  only  purpose  of  the  question 
is  that  I  don't  want  to  leave  any  inference  that  I 
am  [2453]  stopping  for  any  reason  at  1940. 

The  Court:    Do  you  stand  on  the  objection? 

Mr.  Le  Sourd:     I  do,  yes. 

Mr.  Griffin:     All  right. 

Q.  (By  Mr.  Griffin  continuing)  :  Now,  by  1940, 
what  was  the  condition  of  the  business  of  the  Issa- 
quah  Creamery  as  to  expansion  and  of  the  set-up 
you  had  made  on  tliis  freezer  on  23d  and  Rainier? 

A.  Well,  by  1940,  we  acquired  this  property  of 
the  present  Alpine  Dairy  on  Rainier  from  Mr.  Kris- 
toferson,  and  all  our 

Q.  (Interposing)  By  the  way,  let  me  stop  you 
for  a  moment. 

Do  you  know  who  negotiated  that  purchase? 

A.     Hicks  Taylor. 

Q.     All  right,  now  go  ahead. 

A.  We  done  all  of  the  pasteurizing;  we  started 
to  do  all  our  pasteurizing  when  we  moved  from  this 
ice  box  handling  on  23d  and  Rainier  down  to  the 
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present  Alpine  Dairy  plant.  We  put  in  the  pasteur- 
izing equipment  and  cooling  equipment,  and  all  this 
milk  and  cream  was  pasteurized  at  the  present  Al- 
pine Dairy  Building  in  1940. 

Q.  Were  you  still,  up  until  1940,  handling  the 
[2554]  sale  of  fluid  milk  out  of  the  Issaquah  Plant 
into  the — this  freezer  box  at  23d  and  Rainier? 

A.  I  can't  tell  you  if  it  was  exactly  1940  but  it 
was  around  that  period  that  the  switchover  was 
made.  First,  we  rented  the  plant  from  Mr.  Kristof- 
erson,  with  an  offer  to  buy  it.  When  the  offer  came 
along,  we  picked  it  up. 

Q.  Do  you  recall  that  that  plant  was  leased  Avhen 
you  first  started  that  operation? 

A.  Yes,  when  we  first  went  dov^^i  there,  it  v\^as. 
That  used  to  be  the  old  Rainier  Valley  plant  that 
Mr.  Wilson  o^^med,  the  former  County  Commis- 
sioner in  the  Rainier  Valley,  and  then  in  the  North 
End  w^as  Consolidated  with  Kristoferson,  and  the 
plant  was  empty  for  awhile  and  then  the  brewery 
went  in  and  started,  and  they  couldn't  make  a  go, 
so  then  it  was  empty  again,  and  it  was  empty  Avhen 
we  made  a  rental  deal  with  August  Kristoferson. 

Q.  Now,  you  eventually  acquired  all  of  the  stock, 
did  you,  in  Issaquah  Creamery  as  the  result  of  this 
original  arrangement  wth  Mr.  Peters? 

A.  That  is  right.  The  portion  that  Peoples  bank 
got  out  of  the  break-up  of  the  Issaquah  Bank,  part 
of  it,  securities,  I  guess,  was  this  stock  that  was 
in  escrow,  this  49  per  cent,  and  when  Mr.  Peters 
knew  [2455]  this  was  going  to  come,  he  assigned  the 
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other  two  per  cent  over,  but  I  guess  he  didn't  tell 
Peoples  Bank  anything  about  it,  and  they  found 
out  later  I  had  51  per  cent  controlling. 

Q.  And  then  eventually  you  acquired  complete 
control ;  did  you  ? 

A.     Yes,  it  took  quite  a  few  years. 

Q.     Sir? 

A.     It  took  quite  a  few  years. 

Q.  In  the  meantime,  you  had  to  pay  off  the 
debts  of  the  Creamery,  didn't  you? 

A.     That  is  right. 

Q.  Do  you  recall  what  year  you  did  acquire  full 
ownership  of  the  stock  in  the  Issaquah  Creamery? 

A.  I  couldn't  tell  you  just  exactly  which  year  it 
was,  but  it  was  held  at  Peoples  Bank  until — in  fact, 
they  helped  me,  financed  fresh  milk  equipment  and 
they  helped  me  along. 

Q.  NoAv,  when  you  first  went  into  the  Issaquah 
Creamery  deal  with  Mr.  Peters,  Issaquah  Cream- 
ery was  a  corporation,  wasn't  it? 

A.     That  is  right. 

Q.  Do  you  know — did  Mr.  Taylor,  when  you 
weut  into  that  deal,  become  an  officer  or  a  director 
of  the  Issaquah  Creamery? 

A.  Yes,  I  think  Mr.  Taylor  was  secretary  of 
[2456]  the  Issaquah  Creamery  Company. 

Q.  And  did  he  continue  to  hold  that  office  until 
the  matter  of  his  own  conviction  arose? 

A.     That  is  right. 

Q.  And  who  kept  the  corporate  books  and  rec- 
ords of  the  Issaquah  Creamery  Company? 
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A.    Mr.  Taylor  did. 

Q.     Did  you  have  anything  to  do  with  them? 

A.     No,  never  seen  them. 

Q.  Xow,  I  think  there  was  testimony  that  at 
some  time  about  1940,  the  operation  of  Issaquah 
Creamery  was  severed  from  the  fresh  milk  busi- 
ness; is  that  right?  A.     That  is  right. 

Q.  Now,  how  did  that  come  about,  and  from 
whom  did  you  have  any  advice,  if  you  did  have 
advice,  in  regard  thereto? 

A.  Well,  I  had— I  didn't  give  anybody  any  ad- 
vice, because  I  didn't  know  anything  about  it,  but 
Mr.  Taylor  handled  it,  and  I  think  he  was  dis- 
cussing with  Mr.  Hall,  and  at  that  time,  he  told 
me  that  he  thought  it  would  be  a  good  idea  to  try  to 
engage  some  attorneys  to  handle  it,  and  I  think 
that  is  the  first  time  we  have— that  Jones  and  Bron- 
son — that  Mr.  Jones  was  our  attorney. 

Q.  How  did  that — how  did — is  that  Mr.  Harry 
Jones  of  Jones  and  Bronson?  [2457] 

A.     That  is  right. 

Q.     How  did  Mr.  Jones  become  your  attorney? 

A.  Well,  Mr.  Taylor  told  me  that  he  thought  we 
should  get  an  attorney  to  handle  it,  and  he  said  he 
was  acquainted  v/ith  Mr.  Jones  in  tax  matters,  and 
so  he  is  the  one  that  hired  Mr.  Jones. 

Q.  And  that  was  for  the  purpose  of  making  the 
severance  of  the  two  businesses,  was  it? 

A.  Well,  I  think  that  Avas  the  original  work  they 
done  for  us. 
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Afterwards,  Mr.  McEwen  done  some  work  for 
collections,  and  odds  and  ends. 

Q.  Well,  Mr.  McEwen  was  in  the  same  firm, 
wasn't  he? 

A.     That  is  right,  and  Mr.  Birdseye. 

Mr.  Moriarty:    When  was  that? 

Mr.  Griffin:     In  1940. 

Q.  (By  Mr.  Griffin) :  Did  you  participate  at 
all  in  any  of  the  negotiations  on  how  this  was  to 
be  done? 

A.  No.  I  may  have  signed  the  papers  in  the  end, 
but  I  never  had  anything  to  do. 

Q.  Did  you  know  any  of  the  details  of  the  divi- 
sion? 

A.  No,  I  didn't.  I  met  Mr.  Jones  when  [2458] 
the  thing  was  set  up. 

Q.  Who  confirmed  with  Mr.  Jones  for  you  in 
that  matter? 

A.     Mr.  Taylor  handled  that  whole  changeover. 

Q.     Do  you  know  why  the  changeover  was  made? 

A.  Well,  v;e  talked  about  it  a  few  times.  I  think 
one  reason  was  that  maybe  during  the  years  as 
they  came  on,  maybe  we  Avanted  to  try  to  sell  either 
the  manufacturing  setup  or  try  to  get  rid  of  the 
fresh  milk  part,  and  figured  that  if  we  ever  wanted 
to  make  a  sale,  that  it  was  milch  easier  to  try  to 
sell  certain  divisions  of  them  than  to  try  to  sell  the 
whole  works  together. 

Q.  And  was  it  upon,  as  a  result  of  that  situation 
that  Alpine  Dairy  was  established  in  Seattle? 

A.     Well,  we  used  the  name  of  Alpine  quite  a 
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bit  earlier,  but  it  wasn't  under  the  corporation  deal, 
but  it  was  in  1940  that  the  Alpine  Dairy  became 
Hans  Forster  doing  business  as  Alpine  Dairy  as 
my  own  proprietorship. 

Q.  Do  you  know  any  distinction  between  Alpine 
Dairy  as  distinguished  from  Issaquah,  the  cor- 
poration ? 

A.  Well,  I  owned  it  a]]  before  it  was  separated 
and  I  figured  I  owned  it  all  after  it  was  separated. 

I  owned  it  before,  so,  so  far  as  I  was  concerned, 
it  was  the  same  kind  of  an  ownership.  I  owned  all 
the  stock  in  Issaquah  Creamery,  and  I  owned  the 
Alpine  Dairy  i3art. 

Q.  Who  set  up  the  books,  the  bookkeeping  de- 
partment, for  Alpine  Dairy? 

A.  Well,  all  the  books  in  all  the  central — all 
those  different  companies — was  set  up  by  Hicks 
Taylor,  and  I  think  the  actual  book  part  for  Alpine 
Dairy  was  set  up  bv  1940. 

Q.     By  Mr.  Taylor?  A.     That  is  right. 

O.  Do  you  know  anything  about  the  bookkeep- 
ing set-u]")  of  Alpiue  Dairy  before  this  division  was 
made  ? 

A.  No,  I  never  knew  anything  about  it  before, 
and  uever  knew  anything  about  it  afterwards. 

Q.     Who  did  you  depend  on  in  that  particular? 

A.  T  depended  ou  Hicks  Taylor  handling  it  like 
he  always  did. 

Q.  There  was  something  said  in  an  opening 
statement  tlmt   when   the   division  was  made,   that 
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Mr.  Taylor,  as  I  recall  it,  requested  additional  com- 
pensation. 

Was  there  ever  any  discussion  with  Mr.  Taylor 
about  pay?  [2460] 

A.  Well,  I  think  i^robably  we  had  some  dis- 
cussion. 

In  most  of  the  establishments,  he  made  his  own 
salary.  He  didn't — in  fact,  up  at  Conway,  he  wrote 
his  o^vn  check,  and  we  never  had  any  disagreement 
about  pay. 

I  don't  know  if  he  had  $100  before  it  was  sepa- 
rated from  Issaquah  Creamery,  or  if  he  had  $50 
and  raised  it  to  $100,  ])ut  we  never  had  any  agree- 
ment about  his  pay. 

Q.     Who  fixed  his  pay? 

A.     He  fixed  it  himself. 

Q.  And  now,  will  you  describe  the  severance 
between  Issaquah  Creamery  Corporation  and  the 
Alpine  Dairy  operation  that  physically  has  been 
made?  Will  you  describe  what  the  major  business 
of  each  was  in  its  community  then? 

That  is,  the  actual  operation  itself. 

Mr.  Moriarty:    Fix  a  time,  please. 

Mr.  Grimn:     1940. 

A.  Well,  of  course,  bv  thnt  time.  Issaquah 
Croameiy  started  to  be  quite  a  heavv  supplier  of 
cottage  cheese  on  the  Seattle  market,  and  at  Puyal- 
lup  Creamery,  we  got  into  the  Tacoma  market,  and 
Issaquah  Creamery  sup7)lied  Al]:>ine  Dairy  with 
the  skim  milk  and  the  [2461]  cottage.  All  we  done 
at  the  Alpine  Dairy  is  like  it  is  done  today.  We 
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just  get  the  milk  in  from  the  farmers  and  we  pas- 
teurize it  and  we  bottle  it  and  sell  it  out  and  all  the 
by-products  at  that  time  came  from  Issaquah,  and 
now  the  last  few  years,  we  started  to  make  butter- 
milk at  the  Seattle  plant  and  bottle  it.  In  fact,  that 
is  part  of  the  City  requirements  now,  that  this  milk 
got  to  be  bottled  where  it  is  received. 

And  the  Alpine  Dairy,  1940,  was  100  percent 
fresh  milk  operation.  That  was  the  difference  be- 
tween the  manufacturing  set-up  at  Issaquah,  like 
condensed  milk.  We  didn't  just  supply  Alpine  with 
it.  We  supplied  Hi-Grade  Dairy  and  Horluck's 
Creamery,  and  supplied  manufacturing  products 
for  some  of  our  own  competitors  that  was  in  the 
market. 

Q.  And  Alpine  dealt  only  with  delivery  of  fresh 
milk?  A.     Fresh  milk  and  cream,  yes. 

Q.  At  the  time  that  that  operation  was  severed 
with  Issaquah,  it  was  still  1940,  as  you  began,  do 
you  have  any  recollection  of  how  many  drivers  you 
had — deliveries  ? 

A.     Oh,  I  think  we  had  around  35  routes,  32. 

Q.     And  that  is  for  retail  trade?  [2462] 

A.     Retail  and  wholesale. 

Q.     Retail  aud  wholesale? 

A.     Restaurants  and  grocery  stores. 

Q.     In  Seattle?  A.     Yes. 

Q.  And  as  far  as  iVlpine  is  concerned,  Alj^ine 
Dairy  is  concerned,  did  you  continue  that  same 
operation  with  no  particular  change  up  until  Al- 
])ino  was  liquidated  by  sale? 
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A.  Well,  yes,  we  built  on  and  added  more  routes 
to  it,  and  got  more  jobbers. 

Q.     How  did  you  do  that? 

A.     By  going  out  and  getting  more  business. 

Q.     Who  did  it? 

A.  Well,  I  didn't  do  it  alone.  I  had  a  lot  of  good 
help. 

Q.     But  did  you  work  on  that? 

A.  Oh,  yes,  I  handled  just  about  all  of  the 
wholesale  sales.  Everything  was  done  under  my  su- 
pervision. 

Q.  By  the  year  19 — end  of  1949,  and  the  year 
1950,  so  far  as  Alpine  Dairy  is  concerned,  how 
many  routes  did  you  have,  approximately? 

A.  Well,  of  course,  vre  run  about  70  routes  out 
of  the  Alx^ine  Dairy,  and  we  ran  about  45  out  of 
Apex  [2463]  Farms. 

Q.  I  will  come  to  Apex  Farms  later,  but  out  of 
the  Alpine  Dairy,  from  whom  did  Alpine  Dairy 
purchase — from  whom  did  it  get  its  milk? 

A.     From  who  we  bought  the  milk? 

Q.    Yes. 

A.  Well,  until  Washington  Milk  Producers  or- 
ganized, I  Avould  say  about  1948,  we  bought  about 
60  percent  of  our  milk  through  the  cooperatives, 
and  about  40  percent  of  our  milk  was  bought  di- 
rect from  individual  independent  producers. 

Q.  But  it  all  came  from  a  farming  dairy  pro- 
ducing gi^oup?  A.     That  is  right,  yes. 

Q.  And  who  generally  made  those  contacts  on 
acquiring  the  milk? 
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A.  I  had  all  the  work  in  acquiring  the  milk 
either  as  independent  producers  or  negotiations 
with  Consolidated  Dairy  Products  or  Seattle  Milk 
Producers. 

Q.  Have  you  any  idea  of  the  amount  in  dollars 
of  milk  that  was  sold  by  Alpine  Dairy  as  of  the 
time  that  you  liquidated  the  matter? 

A.  Well,  of  course,  you  have  the  other  products 
that  go  with  it.  You  have  butter  and  cheese.  [2464] 
It  probably  ran  up  to — around  three  million  dollars 
sales. 

Q.     A  year?  A.    Yes. 

Q.  Now,  in  the  meantime,  Issaquah  Creamery 
wa.s  continuing  its  end  of  the  business,  wasn't  it? 

A.     I  didn't  quite  get  you. 

Q.  I  say,  during  this  same  period  of  time,  Issa- 
quah Creamery  was  continuing  with  its  operation 
of  cottage  cheese? 

A.  Yes,  and  in  latter  years,  it  put  in  a  roller 
powder  plant. 

Q.     Making    powdered    milk?  A.    Yes. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

"We  will  now 

Is  this  a  convenient  time? 

Mr.  Griffin:    Yes,  your  Honor. 

The  Court :  We  will  recess  for  the  mid-afternoon 
recess.  And  the  Court  calls  your  attention  to  the  ad- 
monition given  on  similar  occasions  and  asks  that 
you  heed  it  on  this  occasion. 

You  may  now  be  excused. 
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(Whereupon,    the    Jury    retired    from    the 
courtroom.)  [2465] 

(Whereupon,  at  2:46  p.m.  a  recess  was  had 
in  the  within-entitled  and  numbered  cause  un- 
til 3:02  o'clock  p.m.  March  26,  1954,  at  which 
time,  counsel  and  defendants  heretofore  noted 
being  present,  the  following  proceedings  were 
had,  to-wit:) 
The  Court :    You  may  call  the  Jury. 

(WhereuiDon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated.  It  is  stipulated 
that  the  Jury  and  all  defendants  are  present  in  the 
courtroom  ? 

Mr.  Griffin:    Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Griffin. 
Q.     (By  Mr.  Griffin)  :    Now,  in  the  operation  of 
Issaquah  Creamery  and  a  portion  of  its  function 
into  Alx)ine  Dairy,  did  you  know  or  understand  the 
details  of  that  severance? 

A.  T  didn't  know  anything  about  the  details  at 
all.  T  knew  there  was  a  severance,  and  it  was  going 
to  he  handled  as  Hans  Forster  doing  business  as 
Alpine  Dairy. 

Q.     Did  you  know  or  realize  that  you  were  selling 
part  of  your  business  to  yourself? 
Mr.  Moriarty:     It  is  leading.   [2466] 
A.    Well,  I  owned  both  of  them  so  that  I  don't 
know  what  I  was  selling  to  myself,  if  I  already 
owned  it. 
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Q.  (By  Mr.  Griifin)  :  Now,  at  the  time  that- 
yon  have  testified,  I  believe,  that  at  the  time  of  the 
liqnidation  of  Alpine  Dairy  the  business  had  grown 
to  about  three  million  dollars  a  year  in  gross  sales  ? 

A.  Yes,  I  think  that  Avas  the  figui'e.  I  couldn't 
tell  you  oiihand.  I  was  just  trying  to  divide  from 
the  total  sales  we  had  from  all  the  businesses,  and 
I  couldn't  tell  you  offhand  unless  I  take  a  look  at  it. 

Q.  In  1940,  at  the  time  that  this  severance  was 
made,  have  you  any  idea  what  the  gross  business 
of  the  Issaquah  Creamery  was?  A.     In  1940? 

Q.    Yes. 

A.  It  would  be  purely  a  guess,  but  I  would  say 
that  Issaquah 's  factory  operation  in  1940  and  the 
fresh  milk  operation  didn't  run  probably  more  than 
three  million  dollars. 

Q.  At  the  time  of  the  liquidation  of  the  Issa- 
quah Ice  Cream — Issaquah  Creamery,  have  you  any 
idea  v/hat  its  gross  sales  had  reached?  [2467] 

A.  If  I  remember  back,  I  think  the  gross  sales 
of  l)ot]i  of  the  companies  was  very  much  alike. 
Maybe  Issaquah  Creamery  was  a  little  bit  less, 
maybe  two  and  one-half  million  dollars. 

It  is  just  a  guess.  I  couldn't  tell  you. 

Q.  Did  then  this  severance  increase  the  fluid 
milk  sales  in  Seattle  through  Alpine? 

A.  Well,  I  think  our  fluid  milk  sales  kept  on 
increasing  all  the  tune. 

Mr.  Moriarty:    From  1940? 

Mr.  Griffin:    Sir? 
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Mr.  Moriarty:    From  1940? 

Mr.  Griffin:     From  1940,  yes. 

Q.     (By  Mr.  Griffin)  :    You  mentioned  then 

Mr.  Griffin:    Strike  that. 

Q.  (By  Mr.  Griffin  continuing)  :  Now,  you  be- 
came interested  in  Renton  Ice  and  Ice  Cream  Com- 
pany, did  you? 

A.  Yes.  From  what  I  heard  the  last  couple  of 
months,  it  was  in  1943.  Otherwise,  I  couldn't  prob- 
al)]y  tell  you  the  year. 

Q.  Do  you  recall  who  the  incorporators  were  of 
Renton  Ice  and  Ice  Cream  Company?  [2468] 

A.  Well,  I  think  the  incorporators  were  Ray 
Schneider  and  Cal  Basket  and  Hicks  Taylor. 

Q.  Who  handled  the  negotiations  in  that  matter 
to  begin  with,  so  far  as  you  were  concerned? 

A.  Well,  to  begin  with,  I  think  Ray  Schneider 
and  Cal  Basket  made  the  original  contact  with  Mr. 
Williams,  who  owned  the  Renton  Ice  and  Ice 
Cream  Company. 

Q.     And  maybe  we  can  shorten  this  one: 

Do  you  recall  Mr.  Schneider's  testimony  on  the 
manner  of  acquisition  of  Williams'  interest? 

A.    Yes. 

Q.  Why,  if  you  were  acquiring  .?.n  interest  in 
i^,  iwA  you  were,  wore  you  not? 

A.     Well,  originally,  I  wasn't  supposed  to. 

Q.  Xo.  but  what  I  am  getting  at  is,  it  was  Mr. 
Schneider's  testimony,  as  I  recall,  that  Mr.  Wil- 
liams didn't  like  you  as  a  competitor,  and  you  didn't 
want  to  appear  in  the  picture;  is  that  right? 


894  Hans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

A.     Well,  I  guess  that  was  about  it. 

Q.  And  who  handled  your  end  of  the  matter  in 
that  acquisition  in  the  corporation? 

A.  Well,  Hicks  Taylor  was  in  on  the  deal  all 
the  way  when  it  was  apparent  that  I  was  going  to 
be  part  of  tlie — I  was  part  owner  and  Hicks  Tay- 
lor came  in  and  [2469]  handled  my  part. 

Q.  And  was  Mr.  Taylor  the  secretary-treasurer 
and  director  of  Renton  Ice  and  Ice  Cream  Com- 
pany from  the  date  of  its  incorporation  until  after 
you  employed — yes,  until  after  you  employed  the 
accountants  in  this  case?  A.     That  is  right. 

Q.  Did  you  have  anything  to  do  any  time  with 
the  corporate  books  or  records  of  the  Renton  Ice 
and  Ice  Cream  Company? 

A.     No,  I  never  did. 

Q.  Did  you — who  set  up  the  bookkeeping  sj^s- 
tem  at  the  Renton  Ice  and  Ice  Cream  Company 
when  it  was  incorporated,  if  you  know? 

A.  Well,  I  am  sure  that  they  had  a  bookkeeping 
system  before,  but  after  we  took  it  over,  Hicks  Tay- 
lor went  down  there,  and  if  he  changed  the  books 
from  what  it  was,  or  put  in  a  new  system,  I  don't 
know.  He  went  down  there  and  was  going  to  be  th(> 
accountant  and  have  charge  on  that  end  and  I  nevei' 
asked  any  questions,  whether  he  changed  his  book:, 
or  left  it  as  Mr.  Williams  had  it  before. 

I  wouldn't  know. 

Q.  Did  you  personally  have  anything  to  do  with 
the  books  and  records  of  the  Renton  Ice  and  Ice 
Cream  [2470]   Company? 
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A.  No,  I  never  seen  them,  and  never  had  any- 
thing to  do  with  them. 

Q.  Now,  did  yon  have  anything  to  do  with  the 
manner  in  which  checks,  first  with  which  checks 
were  issned  by  the  Renton  Ice  and  Ice  Cream  Com- 
pany? 

A.  No,  I  didn't  have  anything  to  do  with  the 
division  of  it,  or  why  it  came  about,  or  how  it  was 
handled. 

Q.  Did  you  have  anything  to  do  with  the  matter 
of  the  issuance  of  checks  by  the  Renton  Ice  and 
Ice  Cream  Company,  of  any  checks  that  were  is- 
sued to  you? 

A.  Not  so  far  as  I  know.  I  signed  a  few  checks 
down  there,  when  Schneider  was  gone,  and  I 
stopped  by  and  went  over  it,  so  that  they  had  the 
two  signatures  and  that  is  all. 

Q.  Did  you  know  anything  about  the  internal 
business  operations,  so  far  as  the  books  go? 

A.  I  didn't  know  anything  about  the  i^ook  part, 
no. 

Q.     You,  from  time  to  time,  received  checks? 

A.     That  is  right. 

Q.  From  the  Renton  Ice  and  Ice  Cream  Com- 
pany; did  you  have  anything  to  do  with  the  ar- 
rangement, bookkeeping  arrangement,  of  the  draw- 
ing of  checks  by  [2471]  which  checks  were  issued  to 
you? 

A.  No,  I  didn't  have  a  thing  to  do  with  it.  It 
was  mailed  to  me.  I  think  all  of  them  mailed. 

Q.     Did  you  have  anything  to  do  with  any  ar- 
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rangement  or  issuance  of  checks,  hy  the  Renton 
Ice  and  Ice  Cream  Company,  by  which  checks  were 
issued  to  either  Schneider  or  Mrs.  Basket? 

A.  No,  I  didn't  have  anything  to  do  with  the 
sahiry  arrangement  or  anything  about  the  checks. 

Q.     Did  you  know   anything  about   it? 

A.    I  knew  that  I  received  the  checks. 

Q.  But  beyond  that,  did  you  know  anything 
about  it?  A.     No. 

Mr.  Le  Sourd:  Was  there  an  answer  to  the  last 
question  ? 

The  Witness:    I  said '^ No." 

Q.  (By  Mr.  Griffin) :  Now,  do  you  know  in 
what  year,  or  about  what  year  you  acquired  an  in- 
terest in  Finstad  and  Utgard? 

A.  Probably  1944  or  1945.  I  can't— I  don't  re- 
member the  exact  year. 

Q.  What  was  the  business  of  Finstad  and  Ut- 
gard before  you  acquired  an  interest  in  it?  [2472] 

A.  Well,  they  were  making  cottage  cheese,  and 
making  ice  cream  mix,  and  purchasing  all  grade  A 
milk  from  some  of  the  producers  and  bringing  it 
dov/n  into  the  Seattle  market. 

Q.  They  were  a  competitor,  were  they,  of  Issa- 
quah  on  the  one  hand  and  Alpine  on  the  other? 

A.  Well,  they  were  a  very  strong  mix  competi- 
tor. 

Q.  How  did  it  cnmc  about  that  you  became  in- 
terested in  and  acquired  an  iiitorost  in  Finstad  and 
rto-nrd? 

A.     Well,   Mr.   Grant,   who   was  one   good   sales 
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manager  for  Mills  Novelty,  the  people  who  sold  the 
comiter  freezer  equipment,  acquired  an  interest 
with  Mr.  Cook,  who  was  his — who  was  a  salesman 
under  him,  or  Mr.  Roberts,  and  Mr.  Egeness,  both 
of  them,  purchased  Finstad  and  Utgard  from  Mrs. 
Finstad.  Mr.  Grant  should  have  come — instead  of 
keeping  on  coming  to  me  with  the  deals  on  freezer 
equipment  and  ice  cream  mix  sales,  he  started  to 
flow  it  into  his  own  corporation  up  there,  and  I 
kidded  him  about  it  one  day  and  said,  "Look's  like 
you  feel  there  is  some  money  in  the  mix  business, 
so  that  you  don't  only  want  to  have  the  commission 
on  the  sales  on  equipment  but  you  like  to  get  the 
profit  on  the  mix  sales."  And  he  said,  [2473]  "Well, 
if  you  are  interested  in  it,  we  wdll  sell  it  to  you." 

I  said,  ''Well,  what  is  the  deal;  let's  take  a  look 
at  it.  Maybe  I  am  interested;  I  don't  know." 

I  felt  I  would  like  to  get  into  the  Skagit  County 
area  to  purchase  milk  from  producers  in — for  our 
fresh  milk  distribution  down  here,  and  Finstad  and 
Utgard  at  that  time  had  all  independent  producers 
so  I — he  gave  me  a  figure  on  the  deal,  what  it 
amounted  to,  and  I  said,  "Well,  you  go  up  and  try 
to  sell  Hicks  Taylor  on  the  idea,  and  if  you  can, 
maybe  we  can  make  a  deal." 

Q.    Why  did  you  refer  it  to  Hicks  Taylor? 

A.  Well,  Hicks  would  have  to  look  over  the 
situation  before  I  would  make  a  deal  anyway,  and 
I  wanted  to  have  Hicks  Taylor  go  ahead  and  pass 
some  judgment  on  the  deal,  how  he  felt  about  it 
after  he  looked  into  the  situation. 
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Q.     Why  would  you  have  him  look  into  if? 

A.  In  the  first  place,  I  wanted  to  go  ahead  and 
he  went  that  far  to  go  into  the  books  and  find  out 
what  sales  were  and  what  profit  and  loss  was,  and 
he  wanted  to  take  a  look  at  what  I  would  buy.  I 
wouldn't  buy  a  pig  in  the  poke.  [247-i] 

Q.     Why  didn't  you  look  at  it,  yourself? 

A.  I  have  never  looked  at  a  set  of  books  in  my 
life,  and  wouldn't  know  what  to  look  at  if  I  did. 

Q.  Did  Mr.  Taylor  go  up  and  take  a  look  at  Fin- 
stad  and  Utgard'? 

A.  That  was  actually  the  only  deal  that  Hicks 
Taylor  didn't  feel  that  I  should  tackle.  He  had  a 
few  different  reasons,  but  after  I  explained  to  him 
what  it  would  mean  in  trying  to  acquire  it,  I  figured 
that  from  the  profits  they  were  making,  that  the 
business  could  pay  itself  out  when — if  he  could  go 
ahead  and  try  to  assist  them  to  try  and  take  part 
of  the  products  from  them,  so  we  went  up  there, 
and  Hicks  Taylor  went  over  the  books,  and  he  said 
the  books  looked  like  they  were  presented  to  him, 
and  he  couldn't  see  no  reason  why  we  shouldn't  go 
into  it. 

Q.  On  that  particular  trip,  you  said,  "We  went 
up";  you  mean  by  that,  you  and  Mr.  Taylor? 

A.     Yes,  Hicks  Taylor  and  I. 

Q.    Did  you  help  him  look  over  the  books'? 

A.  No.  I  don't  know  if — I  think  Mr.  Grant  prob- 
ably went  up  at  that  time,  too. 

Q.    T\niat  did  you  do  while  you  were  up  there  ? 

A.    I  talked  to  Vem  Egeness. 
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Q.     And  did  you  go  into  the  plant?  [2475] 

A.     That  is  right.  I  looked  over  the  equipment. 

Q.  And  did  you  then  decide  to  acquire  that 
interest  ? 

A.  I  don't  know  if  we  decided  that  day  or  not, 
because  Mr.  Egeness  didn't  want  to  sell  out  to  me 
too  bad,  because  I  was  a  competitor  of  his,  and  I 
think  after  some  convincing  from  Mr.  Grant  and 
Mr.  Cook  that  he  didn't  figure,  even  as  a  competi- 
tor, I  wasn't  too  bad  a  guy  to  work  with;  so  we 
finally  made  the  deal. 

Q.  Did  you  have  any  lawyer  representing  you 
in  that  matter? 

A.  Nobody  represented  me,  but  Mr.  Croson  rep- 
resented Mrs.  Finstad  and  I  think  he  represented 
Mr.  Egeness. 

Q.     That  is,  he  represented  the  sellers? 

A.    Yes. 

Q.     But  you  had  no  lawyer  representing  you? 

A.  No,  Hicks  Taylor  and  I  sat  in  on  this  meet- 
ing in  Mr.  Croson 's  office. 

Q.     Who  did  you  rely  on  for  advice? 

A.  Well,  I  couldn't  rely  on  Mr.  Croson,  because 
he  was  for  the  other  side,  so  I  relied  on  Hicks. 

Q.  And  then  you  acquired  the  beginning  inter- 
est, eventually  resulting  in  full  interest  in  Fin- 
stad [2476]  and  Utgard;  is  that  right? 

A.     That  is  right. 

Q.  And  who  set  up  the  bookkeeping  set-up  for 
Finstad  and  Utgard  while  you  were  acquiring  your 
interest?  A.     Hicks  Taylor. 
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Q.  And  who  set  up  the  manner  of  taking  over 
the  payments  by  you  for  that  interest? 

A.     Hicks. 

Q.  Do  you  know  anything  about  the  details  in 
that  particular? 

A.  No,  I  wouldn't  know  how  he  handled  it.  I 
knew  that  we  paid  them  three  different  payments, 
I  think  over  forty  thousand  dollars,  different  pay- 
ments of  $13,333.33,  I  think  it  was,  and  one-half  of 
it  Avent  to  Mr.  Grant  and  one-fourth  of  it  to  Mr. 
Egeness  and  one-fourth  of  it  to  Mr.  Cook,  but  in 
order  to  make  forty  thousand  dollars  as  a  whole, 
it  was  spread  out  over,  I  think,  the  original  down 
payment,  I  think  was  one-third  of  that  and  then  an- 
other one-third  six  months  later,  and  the  other  one- 
third  another  six  months  later.  I  am  not  too  posi- 
tive hoAV  the  terms  were  besides  taking  over  the  ob- 
ligations due  Mrs.  Finstad.  I  think  the  total  amoimt 
amounted  to  sixty  thousand  dollars  balance,  or 
something  like  eighteen  or  twenty.   [2477] 

Q.  Did  you  know  how  any  of  those  transactions 
were  handled  upon  the  books  of  Finstad  and  Ut- 
gard  ? 

A.  No,  Hicks  told  me  how  to  make  the  check 
out  when  the  purchase  was  made,  and  I  said,  "To 
Alpine  or  Issaquah,  or  out  of  my  savings  account?" 
And  it  all  depends  on  where  we  had  the  money  in, 
and  that  is  where  he  told  me  to  get  the  check  from. 

Q.  And  did  you  have  any  knowledge  of  how  the 
payments  to  Mrs.  Finstad  were  arranged? 

A.     No.  I  didn't.  T  had  arranfirements  with  Mr. 
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Egeness  on  his  salary  question.   That  is  the  only 

thing  I  handled  with  him. 

Q.     Was  the  limitation  on  salary,  is  that  right? 

A.  AVell,  he  had  $300  a  month,  and  ten  percent 
of  the  profits. 

Q.  Finstad  and  Utgard  were  situated  at  Con- 
way? A.     They  were. 

Q.     That  is  in  Skagit  Coimty? 

A.     That  is  right. 

Q.  And  you  referred  to  independent  producers; 
by  that,  what  do  you  mean? 

A.  Well,  the  producers  that  didn't  belong  to  any 
cooperative. 

Q.  Now,  after  you  acquired  Finstad  and  Utgard, 
who  became  Finstad  and  Utgard 's  principal  cus- 
tomer? [2478] 

A.  Well,  Apex  Farms,  and,  of  course,  at  that 
time,  Alpine  Dairy.  They  kept  on  selling  their  mix 
Tinder  the  Rainbow,  under  Finstad  and  Utgard 
brand,  to  the  accounts  direct.  In  other  words,  we 
kept  the  competition  alive,  and  we  started  to  pur- 
chase his  surplus  Grade  A  milk  that  went  to  Kris- 
toferson  before  I  made  the  purchase. 

Q.  All  right ;  so  that,  in  other  words,  you  made 
the  purchase  of  Finstad  and  Utgard,  and  Finstad 
;^nd  Utgard  then  sold  to  you  as  Alpine,  primarily? 

A.     That  is  right,  yes. 

Q.  When  you  acquired  the  interest  in  Finstad 
and  Utgard,  was  Mr.  Taylor  elected  secretary  and 
treasurer  of  Finstad  and  Utgard? 

A.     That  is  right. 
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Q.  What  was  the  principal  business  of  the  Ren- 
ton  Ice  and  Ice  Cream  Company  in  connection  with 
your  enterprises? 

A.  Well,  the  day  we  went  in  there  in  1943,  Ren- 
ton  Ice  and  Ice  Cream  Company  made  a  lot  of  ice 
to  sell  to  the  houses  and  they  were  in  the  ice  cream 
business  and  they  were  in  the  beer  business. 

Q.  Now,  you  have  heard  testimony  in  this  case 
about  the  Daisy  Ice  Cream  Company? 

A.     That  is  right.  [2479] 

Q.  What  was  your  first  information,  so  far  as 
any  business  dealing  was  concerned,  that  you  had 
from  anyone  in  regard  to  the  Daisy  Ice  Cream 
Company  ? 

A.  Well,  we  were  the  mix  suppliers  of  Mr. 
Morris  who  was  the  sole  o^vner. 

Q.     Mr.  Morris  was  the  sole  owner? 

A.  Frank  Morris,  yes.  It  wasn't  a  corporation. 
It  was  privately  owned. 

Q.  And  what  developed,  or  how  did  it  originate 
that  you  eventually  acquired  Daisy  Ice  Cream  Com- 
pany ? 

A.  Well,  we — I  don't  think  we  were  100  percent 
suppliers  of  mix,  but  he  had  a  very  nice  ice  cream 
business  in  town.  I  would  say  probably  around 
100,000  gallons  a  year,  and  it  was  competitive  with 
Auburn  Dairy  Products.  I  think  he  had  only  two 
suppliers,  Issaquah  Creamery,  and  the  other  was 
Auburn,  and  it  was  a  highly  competitive  picture  to 
get  my  share  out  of  it.  But  we  had  very  good  ar- 
rangements with  them  that  in  order  to  service  an 
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account,  delicatessen  or  grocery  store,  just  about 
so  much  of  your  products  as  you  possibly  could,  so 
that  the  competitor  couldn't  go  ahead  and  shove 
you  out  like  the  large  dairies  had  both  milk  and  ice 
cream.  I  had  to  work  with  somebody  who  had  ice 
cream  so  that  if  we  got  a  milk  accoimt,  we  would 
have  ice  cream,  too  and  [2480]  that  is  the  reason  I 
worked  with  Mr.  Morris.  We  worked  very  closely 
together. 

Then,  Mr.  Gates,  who  was  formerly  manager  for 
Carnation  Company,  left  them  and  he  started  the 
Welcome  Ice  Cream  Company,  and  then  Mr.  Taylor 
told  me  he  Avas  Mr.  Morris's  auditor,  and  that 
Frank  Morris  intended  to  sell  his  business  to  Mr. 
Gates  of  the  Welcome  Ice  Cream  Company,  and  I 
say  "It  is  really  going  to  the  rough  on  us,  not 
having  ice  cream  with  the  milk  part;"  and  he  said, 
"Why  don't  you  talk  to  them?  I  don't  think  the 
deal  is  far  enough  along  that  something  can't  be 
done  about  it." 

So,  I  went  to  see  Mr.  Morris,  and  he  said  that 
was  right,  he  intended  to  sell,  and  he  said  Mr. 
Gates  made  him  an  offer,  and  he  was  about  to  take 
it  up,  and  I  said,  "Well,  what  is  the  deal?"  And 
he  said,  "Twenty-'five  thousand  dollars,  and  that 
includes  the  freezers  I  have  here,  and  includes  a 
couple  of  trucks  and  cabinets  I  have  out  in  the  ice 
cream  accounts."  And  I  said,  "What  is  the  terms 
on  the  deal?  I  am  really  interested  in  it,  and  actu- 
a]]y  wouldn't  know  what  would  happen  if  you  sell 
you  ice  cream  business  to  one  of  our  competitors, 
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and  we  wouldn't  have  any  ice  cream  in  town."  And 
lie  said,  ''I  will  make  it  fairly  easy.  You  can  pay 
me  twenty-five  [2481]  hundred  dollars  down,  and 
pay  me  for  the  stock  and  the  inventory  and  the 
rest  can  be  monthly  payments." 

So,  we  made  the  deal. 

Q.  By  making  a  deal,  you  mean  by  that  that 
you  agreed  to  purchase  on  those  terms'? 

A.  That  is  right,  we  made  the  deal.  I  think  it 
was  in  Hicks  Taylor's  office. 

Q.  And  who  handled  the  details  of  drafting  the 
papers  and  those  matters  in  that  purchase? 

A.  Well,  there  wasn't  very  much  papers  to  han- 
dle; whatever  was  handled.  Hicks  handled  it. 

Q.     Did  you  have  any  lawyer?  A.     No. 

Q.     In  the  matter?  A.     No. 

Q.  And  so,  you  thereby — and  that  would  be 
about  1944,  wouldn't  it? 

A.     It  was  middle  '40s,  some  place  there. 

Q.  Thereby  you  acquired  Daisy  Ice  Cream  Com- 
pany? A.     That  is  right. 

Q.  And  I  understand  you  to  say  that  Mr.  Tay- 
lor had  been  the  auditor  for  Mr.  Morris  in  the 
Daisy  Ice  Cream  Company?  A.     That  is  right. 

Q.  And  that  is  the  same  Mr.  Taylor  represent- 
ing [2482]  you  in  all  your  enterprises? 

A.     That  is  right. 

Q.  And  the  deal  was  closed  in  Mr.  Taylor's  of- 
fice, wasn't  it? 

A.     I  am  just  about  positive  it  was,  yes. 

Q.     And  who  handled  the  books  of  accmuit  there- 


United  States  of  America  905 

(Testimony  of  Hans  Forster.) 

after  insofar  as  you  know  of  the  Daisy  Ice  Creani 

Company  ? 

A.  Well,  Taylor  left  instructions  where  to  dt;- 
posit  the  money,  and  I  think  that  we  made  arrange- 
ments with  Peoples  Bank  and  from  there  on,  I  fig- 
ured he  was  the  one  that  was  handling  it. 

Q.  And  when  did  you  learn,  if  you  did  learn, 
that  he  claimed  not  to  be  handling  Daisy  Ice  Cream 
Company  after  that? 

A.     Not  until  this  situation  came  up  here. 

Q.  Daisy  Ice  Cream  Company  was  not  a  cor- 
poration, was  if? 

A.     No ;  no,  it  was  a  private  ownership. 

Q.  And  in  what  set-up  did  you  believe  that 
Daisy  Ice  Cream  Company  was  being  handled  by 
Hicks  Taylor? 

A,  Well,  it  definitely  was  a  part  of  Alpine 
Dairy;  it  had  to  be,  because  we  had  to  use  it  com- 
■;-.ptitive-wise.   [2483] 

Q.  Where  was  the  Daisy  Ice  Cream  Company 
located?  A.     On  Florentia  Street. 

Q.  By  the  way,  did  you  have  a  transaction  in 
buying  the  land  also  from  Mr.  Morris  or  selling 
some  land  to  Mr.  Morris? 

A.  Well,  just  about  that  time.  Hicks  Taylor  told 
me — we  was  looking  for  a  piece  of  property.  We 
didn't  know  if  w^e  was  going  to  buy  the  Kristofer- 
son  property  down  there  at  that  time  or  if  we  was 
going  to  try  to  build  some  place  else. 

Mr.  Moriarty:    In  1944? 

Mr.  Grif&n:     Yes. 
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A.  (Continuing)  I  may  be  mixed  up  a  couple 
of  years,  because  it  is  hard  to  go  back  ten  or  twelve 
years  and  remember  details.  Anyway,  Mr.  Taylor 
told  me  that  some  account  of  his  that  he  was  ac- 
countant for,  had  a  piece  of  property  for  sale  on 
Denny  Regrade.  I  think  it  was  Hall  somebody. 
Anyway,  he  steered  me  onto  it  and  avo  Iwught  that 
piece  of  property  on  Denny  Regrade  for,  I  think, 
it  was  ten  thousand  dollars. 

Q.     Who  handled  the  matter  of  that  x)urchase? 

A.     Hicks  Taylor. 

Then,  we  held  it  for  a  couple  of  years,  and  finally 
decided  not  to  go  up  there,  and  try  to  make  our 
[2484]  expansion  program  at  the  present  Alpine 
Dairy  location  and  bought  some  more  lots  there 
from  the  County. 

Q.  Who  handled  those  matters  of  buying  the  ad- 
ditional lots? 

A.     I  think  Mr.  Yothers  helped  me. 

Mr.  Moriarty:     Mr.  who? 

A.    Mr.  Yothers  and  McEwen. 

Q.  (By  Mr.  Griffin) :  Just  a  moment.  You  said, 
in  regard  to  your  purchasing  of  property  in  the 
Denny  Re-grade,  that  "We  held  it."  By  that,  do 
you  mean  you  and  Mr.  Taylor,  or  were  you  refer- 
ring to  something  else? 

A.  Well,  it  was  in  my  name,  I  guess,  but  Hicks 
made  the  arrangements  for  the  purchase,  and  he 
gave  me  the  idea,  and  as  it  proved  out,  it  Avas  a 
good  one. 

Q.     What  T  mean  is,  who  owned  it? 
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A.     Hans  Forster  did. 

Q.  All  right;  when  yon  say  "we  then  held  it," 
yon  were  referring  to  Hans  Forster,  were  yon? 

A.  Well,  I  always  said  "we"  in  any  of  my  enter- 
prises, regardless  of  whether  I  owned  100  percent 
or  half ;  it  was  just  a  habit  of  mine. 

Q.  Well,  actually,  do  you  make  any  distinction 
in  saying  "we''  as  between  yourself  or  Alpine  Dairy 
or  [2485]  Issaquah  Creamery,  or  any  of  your  other 
enterprises? 

Mr.  Moriarty:    Leading. 

A.    No,  I  didn't,  but  I  guess  I  should  have. 

Q.     (By  Mr,  Griffin)  :    What  I  am  getting  at: 

Did  Mr.  Taylor  individually  have  any  interest  in 
this  piece  of  property  after  your  acquiring  it? 

A.     No,  it  was  my  piece  of  property. 

Q.  And  this  piece  of  x^roperty  that  you  acquired 
in  Denny  Re-Grade,  did  that  have  any  relationship 
to  the — your  obligation  that  you  owed  Mr.  Morris 
for  Daisy  Ice  Cream? 

A.  He  came  to  me  after  we  made  a  few  pay- 
ments, and  he  said  he  would  like  to  buy  the  piece 
of  property.  He  said  he  wanted  to  put  something 
on  it,  but  I  guess  at  that  time  he  knew  of  some 
expansion  program  that  was  going  on,  and  he  said 
that  he  would  offer  me  fourteen  thousand  dollars, 
or  fourteen  thousand  five  hundred  dollars  for  it,  if 
T  would  sell  it,  and  .give  him  title  to  it,  and  he  would 
give  me  credit  on  the  note. 

So,  I  talked  to  Hicks  about  it,  and  we  figured  as 
loug  as  he  wanted  it  so  bad,  we  could  get  another 
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five  hundred  dollars  out  of  him,  and  Hicks  called 

him  up,  and  I  think  we  did.  [2486] 

An3r\;\^ay,  we  turned  the  piece  of  property  over  to 
him,  and  he  gave  me  credit  on  the  note,  and  we 
finished  the  note  off. 

Mr.  Moriarty:     Can  you  fix  the  time*? 

Q.  (By  Mr.  Griffin) :  Mr.  Moriarty  wanted  to 
know  when  it  Avas. 

Mr.  Moriarty:    The  year. 

Q.     (By  Mr.  Griffin  continuing)  The  year? 

A.  I  can't  give  a  year,  imless  you  get  some  docu- 
ments up  here  so  that  I  can  look  at  them. 

Mr.  Moriarty:  I  understand  the  sale  was  in 
1944;  1944  or  1945. 

Mr.  Griffin:  This  would  be  in  1947,  for  your  in- 
formation. That  is  as  close  as  I  can  fix  it. 

(Whereupon,  Mr.  Moriarty  and  Mr.  Griffin 
conferred.) 

The  Court:  Is  any  of  this  conversation  for  the 
record  ? 

Mr.  Moriarty :  I  am  trying  to  fix  a  date  througJi 
the  witness  and  Mr.  Griffin  has  suggested  it  to  me, 
but  I  would  like  it  in  the  record. 

Mr.  Griffin:  Let's  see  if  we  can  reach  it  in  this 
way:   [2487] 

Q.  (By  Mr.  Griffin) :  Do  you  recall  about  how 
long  you  held  that  Re-Grade  property  before  you 
sold  it  to  Mr.  Morris! 

A.  No,  I  couldn't.  T  just  couldn't  tell  you.  It  is 
just  guesswork.  I  can't  tell  you  how  long  I  held  it. 
I  don't  think  I  held  it  verv  lon^:. 


United  States  of  America  909 

(Testimony  of  Hans  Forster.) 

Mr.  Griffin:  Not  speaking  to  Mr.  Moriarty  per- 
sonally, but  I  will  advise  the  Court  that  I  have  a 
document  some  place  that  will  fix  that  date  for  you, 
and  I  will  supply  it. 

Mr.  Moriarty :    Thank  you,  Mr.  Griffin. 

Mr.  Griffin:    You're  welcome. 

Q.  (By  Mr.  Griffin)  :  Now,  at  some  time  after 
acquisition  was  the  name  Daisy  Ice  Cream  Com- 
pany changed? 

A.  Well,  it  was  changed  just  about  immediately, 
just  as  soon  as  we  started  to  run  out  of  the  car- 
tons, so  we  wouldn't  have  to  throw  any  cartons 
away,  we  moved  it  and  called  it  Alpine  Ice  Cream. 

Q.    Alpine  Ice  Cream  Company?  A.    Yes. 

Q.  And  now,  was  there  a  time  when  you  had  an 
operation  at  one  of  your  enterprises  known  as  Arc- 
tic Gardens,  Incorporated?  A.    Yes. 

Q.     Now,  what  was  Arctic  Gardens?  [2488] 

A.  Well,  we  started  out  to  try  to  make  a  com- 
bination frozen  food  and  ice  cream  distribution 
system,  and  Mr.  Brehm  and  I  went  into  partner- 
shij)  to  go  on  the  deal,  and  as  we  contracted  for 
frozen  foods  and  started  to  go  into  distribution, 
we  got  stoy)ped  by  labor  unions  over  trying  to  make 
a  combination.  They  told  us  you  couldn't  have 
frozen  food  on  the  ice  cream  trucks,  and  vice  versa. 
So,  Brehm,  of  course,  being  a  customer  of  mine  in 
ice  cream,  and  at  that  time  he  was  handling  quite 
a  bit  of  frozen  food,  we  just  had  to  let  the  frozen 
food  deal  alone.  We  couldn't  actually  go  into  it, 
what  we  intended  to  do  to  start  out  with.  AYe  had 
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to  rim  frozen  food  on  an  Arctic  Gardens  truck  and 
Alpine  Ice  Cream  kept  on  delivering  ice  cream 
with  frozen  food.  There  was  no  combination. 

Q.  Do  you  recall  what  years  —  in  what  year 
Arctic  Gardens  was  incorporated*? 

A.     No,  I  really  don't,  sir. 

Q.  Do  you  recall  who  the  incorporators  of  Arctic 
Gardens  were? 

A.    Well,  I  think  Wolfstone. 

Q.     Leon  Wolfstone? 

A.  Leon  Wolfstone,  who  was  Mr.  Brehm's  at- 
torney, and  Hicks  Taylor.  [2489] 

Q.  Do  you  know  whether  you  were  an  incorpo- 
rator or  not?  A.     I  don't  think  I  were. 

Q.  And  was  Mr.  Taylor  secretary  arid  treas- 
urer? A.     Yes,  I  am  quite  sure  of  it. 

Q.  Eventually,  did  you  acquire  all  of  the  stock 
in  Arctic  Gardens? 

A.  That  is  right;  we  eventually  didn't  go  so 
good.  We  got  took  in  the  down-draft  on  the  deal, 
and  at  the  same  time,  Brohm  was  closing  his  stores, 
so  he  was  ready  to  get  out,  and  so  was  I,  the  minute 
we  had  a  chauce  to  sell  our  frozen  food  products, 
and  I  took  over,  in  balance  of  it,  the  truck  and 
some  of  the  cabinets  and  took  over  the  corporation 
and  bought  Brehm's  interest  out. 

Q.  Did  you  have  anything  to  do  with  the  cor- 
porate books  or  records? 

A.     No,  I  never  seen  them. 

Q.  Who  set  up  the  bookkeeping  system  for  Arc- 
tie  Gardens,  Incorporated? 
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A.  Well,  Hicks  Taylor  didn't  only  set  it  up, 
but  he  kept  the  whole  bookkeeping  set-up,  whatever 
there  was  to  keep. 

Q.     Do  you  know  what  there  was  to  keep? 

A.     No.  [2490] 

Q.     Did  you  ever  see  any  of  it  prior  to  this  trial? 

A.  I  think  he  sent  us  some  profit  and  loss  state- 
ment. 

Q.    Yes.  A.     He  talked  to  me  about  it. 

Q.    We  are  talking  about  books. 

A.     I  never  seen  any  part  of  the  books,  no. 

Q.  Now,  in  1949,  was  the  name  of  the  Arctic 
Gardens  formally  changed  to  Alpine  Ice  Cream 
Company?  A.     That  is  right. 

Q.  And  who  did  that?  That  is,  the  book  w^ork 
of  the  changeover  of  names  and  so  forth? 

A.     Hicks  Taylor. 

Q.     Did  you  have  any  lawyer  in  that  connection? 

A.  I  don't  know  if  he  got  any  advice  from 
Jones  and  Bronson,  or  not.  He  conferred  on  those 
things  with  Tones  and  Bronson  direct. 

Q.  And  this  is  the  same  Alpine  Ice  Cream  Com- 
pany change  of  name  from  Arctic  Gardens  that 
took  over  Daisy  Ice  Cream  Company,  is  that  cor- 
rect? A.     That  is  right. 

Q.  Now,  I  think  you  referred — did  you  have  an 
enterprise,  one  of  your  enterprises,  eventually 
known  as  Apex  Dairy,  Incorporated?  [2491] 

A.    Well,  eventually  known  as  Apex  Farms. 

Q.  Well,  let's  go  back  a  little  further.  It  was 
originally  known  as  the  Blue  Ribbon  Dairy? 
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A.  There  was  two  different  dairies.  One  was 
Blue  Ribbon  Producers'  Dairy  with  the  Blue  Rib- 
bon Brand,  and  one  was  Apex  Dairy. 

Q.     And  did  you  acquire  those  businesses? 

A.     That  is  right. 

Mr.  Moriarty :    The  time  ? 

A.     I  acquired  a  certain  interest  in  it. 

Mr.  Moriarty:  May  I  ask  that  the  date  be  fixed, 
your  Honor? 

The  Court:     Oh,  yes. 

Q.  (By  Mr.  Grifiin)  :  Can  you  fix  the  time,  that 
is,  the  year  for  Mr.  Moriarty? 

A.     I  think  it  was  1945. 

Mr.  Moriarty:  Is  he  referring  to  Apex  Farms, 
Mr.  Griffin? 

Mr.  Griffin:    Yes. 

Q.  (By  Mr.  Griffin)  :  What  was  the  business  of 
the  Apex  Dairy,  Incorporated? 

A.     It  was  straight  fresli  milk  distribution. 

Q.     Sir? 

A.  Just  fresh  milk  distribution;  pasteurising 
and  [2492]  fresh  milk  and  cream. 

Q.     And  Avhat  of  the  Blue  Ribbon  Dairy? 

A.     The  Blue  Ribbon  Dairy  was  the  same. 

Q.     And  then  were  those  two  merged? 

A.  Yes,  Blue  Ribbon  was  in  a  leased  building 
and  that  was  for  sale  first.  They  didn't  own  their 
own  building,  and  Apex  Dairy  owned  their  own 
building,  so  the  proposition  was  to  try  and  get  Blue 
Ribbon  over  to  Apex  nnd  make  it  Apex  Farm. 
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Q.  And  who  handled  the  acquisition  of  those 
properties  ? 

A.  Well,  I  think  Mr.  Grill  of  Jones  and  Bron- 
son  handled  it,  and  Hicks  Taylor  handled  the  book 
part,  and  handled  the  details  of  the  transaction. 

Q.  Do  you  know  who  the  officers  were  of  Apex 
Dairy  after  you  acquired  your  interest? 

A.     AYell,  you  mean  Apex  Farms'? 

Q.  No,  I  am  speaking  of,  at  the  present  time  of 
Apex  Dairy. 

A.  Well,  that  was  before  I  bought  in  at  Apex 
Dairy.  Mr.  Govan  was  president. 

Q.     Pardon? 

A.     Mr.  Govan  of  Apex  Dairy. 

Q.  And  that  name  was  changed  to  Apex  Farms, 
Incorporated?  [2493]  A.     That  is  right. 

Q.  After  the  original  Blue  Ribbon  and  Apex 
Dairy,  Incorporated,  and  the  change  of  name  to 
Apex  Farms,  Incorporated,  did  Taylor  become  sec- 
retary-treasurer of  that  corporation? 

A.     That  is  right. 

Q.  And  who  kept  the  corporate  records,  if  there 
wore  any,  so  far  as  you  know,  of 

A.  (Interposing)  Well,  I  think  Hicks  Taylor 
kept  the  corporate  records,  except  Mr.  Keck  was 
office  manager,  and  I  think  he  kept  the  books. 

I  don't  know  which  part,  which  one,  he  went  by, 
by  Apex  office  was  an  office  under  Mr.  Taylor's 
supervision. 

Q.     When  I  refer  to  the  corporate  records,  do 
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you  understand  what  I  am  referring  to  as  distin- 
guished from  the  bookkeeping  books'? 

A.     Well,  what  is  it? 

Q.     I  just  wondered  if  you  knew? 

Did  you  eventually  acquire  full  ownership  of 
Apex  Farms,  Incorporated? 

A.  Acquired  full  ownership  in  order  to  make 
my  sale.  I  couldn't  make  any  sale,  if  I  didn't  ac- 
quire full  ownership.  That  was  part  of  the  deal 
that  had  to  be  made,  or  I  couldn't  make  the  sale 
to  Consolidated  [2494]  Dairy  Products. 

Q.  You  are  referring  to  the  eventual  liquidation 
sale  of  your  assets?  A.     That  is  right. 

Q.  During  the  time  that  you  were  operating,  or 
acquired  your  interest  in  Apex  Farms,  Incorpo- 
rated, what  was  the  business  of  Apex  Farms  in 
your  general  picture? 

A.  It  was  a  general  fresh  milk  and  cream  dis- 
tribution. 

Q.  Was  it  also  one  of  the  principal  outlets  for 
Finstad  and  Utgard? 

A.  That  is  right.  Instead  of  the  milk  going 
from  Finstad  and  Utgard  to  Alpine,  it  went  to 
Apex  Farms. 

Q.  Did  you  have  any  idea  of  what  this  business 
situation  of  yours,  as  an  individual,  buying  and 
selling  to  your  various  corporations,  and  those  cor- 
porations selling  to  you,  meant? 

A.  Well,  I  felt  it  was  going  ahead,  if  something 
looked  good,  and  Hicks  figured  it  was  all  right  and 
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we  went  on  and  opened  it.   I  don't  know  what  you 

mean  ''if  I  knew." 

Q.  Did  you  appreciate  that  on  one  hand  as  an 
individual,  you  were  selling  to  a  corporation  [2495] 
that  you  owned  all  the  stock  of,  and  on  the  other 
hand,  the  corporation  selling  in  place 

Mr.  Moriarty:    (Interposing)  Objection. 

A.     It  never  entered  my  head. 

The  Court:  The  question  undoubtedly  is  leading. 
Do  you  not  agree  ? 

Mr.  Moriarty:    Yes. 

Q.  (By  Mr.  Griffin) :  Did  you  have  any  appre- 
ciation or  understanding  of  your  financial  situation 
insofar  as  was  involved  the  matter  of  your  buying 
or  selling  as  an  individual  to  these  corporations, 
and  your  enterprises  or  these  corporations  on  the 
one  hand,  or  the  other  hand,  buying  and  selling 
from  you  as  an  individual? 

Mr.  Moriarty:  Object  to  the  form  of  the  ques- 
tion. 

The  Court:  The  question  is,  did  he  have  an  un- 
derstanding ? 

Mr.  Griffin:    Yes. 

Mr.  Moriarty:  It  can  be  answered  "yes"  or 
"no." 

The  Court:  It  may  be  answered  "yes"  or  "no," 
I  assume. 

Mr.  Griffin:    Tliat  is  what  I  am  calling  for. 

The  Court:  Do  you  have  an  understanding,  Mr. 
Forster?  [2496] 

The  Witness:    Well,  I  don't  know.    It  seems  to 
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twist  around.    It  was  all  right,  the  first  time,  so 

that  I  can  answer  it^  and  now  I  can't. 

The  Court:  The  question  nov/  is:  Did  you  under- 
stand the  effect  of  these  transactions  legally? 

The  Witness:  No,  I  didn't.  So  far  as  I  was  con- 
cerned, Hicks  Taylor  knew  al)out  every  transaction 
I  made  financially,  in  business,  and  to  me,  that  was 
good  enough.  He  is  the  fellow  that  I  figured  knew 
about  the  whole  situation.  And  he  is  the  fellow  that 
conferred  with  the  attorneys;  if  he  wanted  any 
legal  advice,  I  am  sure  he  got  it. 

Mr.  Moriarty:  May  I  suggest  it  is  hardly  re- 
sponsive '? 

The  Witness:    Oh,  well. 

The  Court:  He  said  "no,"  and  this  is  explana- 
tion.  I  think  it  can  stand. 

Q.  (By  Mr.  Griffin)  :  Going  back  to  Renton  Ice 
and  Ice  Cream  Company, — by  the  way,  to  effect 
the  incorporation  of  Renton  Ice  and  Ice  Cream 
Company,  did  you  have  a  lawyer  representing  you 
in  that  matter  of  the  incorporation? 

A.  Well,  I  think  Fred  Wettrick  handled  it,  but 
Ray  Schneider — I  think  he  was  a  fraternity  brother 
of  his,  so [2497] 

The  Court:     (Interposing)  Is  this  Apex  Farms? 

Mr.  Griffin:  No,  I  went  back  to  Renton  Ice  and 
Ice  Cream  on  this  question,  if  the  Court  please. 

The  Witness:  No,  it  is  Renton  Ice  and  Ice 
Cream. 

Q.  (By  Mr.  Griffin) :  Then,  prior  to  Fred  Wet- 
trick's  employment  as  a  lawyer  to  incorporate  Ren- 
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ton  Ice  and  Ice  Cream  Company,  did  you  have  any 

business  contacts  with  any  lawyer? 

A.  I  think  Fred  Wettrick  done  some  collection 
work  for  me. 

Q.  And  going  back  to  Fred  Wettrick  doing  col- 
lection work  for  you,  is  that  your  first  business  con- 
tact with  any  lawyers  in  this  community? 

Mr.  Moriarty:  May  I  suggest  a  time  be  fixed 
when  he  met  Fred  Wettrick? 

Right  now,  it  extends  over  a  period  of  thirty 
years. 

Mr.  Griffin:    Certainly. 

Q.  (By  Mr.  Griffin)  :  Will  you  tell  the  Jury 
and  the  Court  and  Counsel  when  you  first  met  Fred 
Wettrick  and  the  occasion  of  that  meeting,  and 
what  each  of  you  were  doing?  [2498] 

Mr.  Moriarty :    Tell  me  all  of  that. 

A.  I  can  definitely  mention  the  time  that  it  was 
when  I  acquired  the  Falls  City  Cheese  Factory 
because  Mr.  Wettrick  was  representing  Ernest  An- 
dres and  Andres  was  in  Ketchikan,  and  he  moved 
up  with  his  brother,  and  they  bought  the  same  busi- 
ness back  that  they  originally  sold  in  1922  and  1923 
and  Fred  Wettrick  represented  Andres.  That  is 
when  I  first  met  Fred  Wettrick.  That  must  have 
been  in  about  1927. 

Q.  Did  you  both  belong  to  the  same  Swiss  Sing- 
ing Society? 

A.  Well,  we  belonged  to  the  same  society.  He 
wasn't  singing,  but  I  was. 

Q.     But  was  your  only  employment  of  Mr.  Wet- 


918  Hans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

trick  prior  to  the  matter  of  this  incorporation  in 

the  matter  of  collections'? 

A.  So  far  as  I  know,  yes.  I  don't  think  I  ever 
employed  anybody  else. 

Q.  In  connection  with  Renton  Ice  and  Ice 
Cream  Company,  was  there  another  acquisition  of 
some  kind  of  the  Hub  Drug  Company  in  Renton? 

A.  Yes.  Ray  Schneider — I  don't  know  what 
year  it  was,  but  anyway,  he  came  to  me  and  he 
said  that  Hub  City  Drug  was  for  sale,  and  him  and 
John  Dobson  was  looking  at  it,  and  they  wondered 
if  I  should  go  [2499]  into  it.  I  said  "I  don't  know 
anything  about  the  drug  business,"  but  Ray  Schnei- 
der, being  a  former  pharmacist,  he  knew  all  about 
it,  or  he  should  have,  so  I  okehed  the  O.K.  to  go 
ahead  and  buy  two-thirds  interest  in  it,  so  that 
Mrs.  Basket  or  Mr.  Basket  for  the  Renton  Ice 
Cream  and  Joliu  Dobson  had  the  one-third. 

Q.  Did  you  consult  with  Mr.  Taylor  before  you 
went  in  that  matter? 

A.     Yes,  T  am  positive  we  talked  about  it.    He 
is  the  one  that  handled  the  books  afterwards. 
[2500] 


***** 


HANS  FORSTER 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  tlio  Defendant  Forster,  and  having  been  previ- 
ously duly  sAvorn.  testified  as  follows: 

Direct  Examination — (Continued) 
O.     (By  Mr.  Griffin)  :     Mr.  Forster,  T  think  as 
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of  Friday  you  had  acquired  the  various  enterprises 

that  are  involved  here. 

Now,  without  any  detail,  did  you,  from  the  time 
that  you  started  your  operation  in  Issaquah  acquire 
from  time  to  time  other  run-down  dairy  operations 
that  you  took  into  the  enterprise? 

A.     That  is  right. 

Q.     I  do  not  care  what  they  were. 

A.  We  took  over — I  would  say  that  is  what 
made  up  Alpine  Dairy  at  that  time,  those  dairies, 
that  is,  Melrose,  Meadowland,  Green  Pastures,  Grif- 
fith's Dairy — that  is  what  actually  over  those  years 
built  up  the  Alpine  Dairy. 

Q.  Now,  that  you  have  acquired  those,  the 
dairies  and  these  enterprises  here,  will  you  briefly 
state  to  the  Jury  what  your  operation  was  then 
during  1945  and  in  1949?  That  is,  what  was  your 
dairy — milk —  [2509]  operation,  briefly? 

A.  Of  course,  Issaquah  Creamery  was  the  manu- 
facturing plant.  We,  out  at  Issaquah,  we  didn't  do 
very  much  wholesaling.  We  served  some  of  the 
accounts,  like  I  mentioned  before,  Horluck's  Ice 
Cream,  with  condensed  whole,  and  cream,  and 
skim  and  Hi-Grade  Dairy,  the  different  operations, 
but  most  of  the  products  that  was  manufactured  at 
Issaquah  Creamery,  like  butter,  ice  cream  mix,  cot- 
tage cheese,  evaporated  milk,  was  sold  to  our  own 
affiliates  either  that  I  owned  outright,  or  that  I  had 
a  certain  interest  in. 

We, — during  the  summer  months,  probably — 
naturally,  during  the  flush  season — we  took  in  prob- 
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ably  250,000  pounds  of  milk  a  clay,  and  the  first 
part  went  into  cottage  cheese,  and  the  second  most 
important  thing  was  ice  cream  milk  and  then  third, 
was  evaporated  in  bulk  in  ten-gallon  cans.  We 
never  did  get  it  in  small  ones.  We  put  out  canned 
chocolate  milk,  Alpine  Good  Joe,  and  then,  if  there 
was  any  milk  left  over  that  we  couldn't  use  in  those 
propositions,  we  made  butter  out  of  the  fat,  and 
powder  out  of  the  skim  milk. 

That  was  the  operation,  and  from  there  on,  we 
sold,  for  instance,  Alpine  bought  all  of  the  cottage 
cheese  from  us,  and  bought  the  butter  and  skim 
milk  and  [2510]  bought  our  cream. 

Of  course,  we  wasn't  doing  any  operating  in  all 
those  plants.  All  the  separating  was  done  for  either 
commercial  cream,  or  whipping  cream  was  done  at 
Issaquah. 

Apex  Farms  bought  the  same  products  from  Issa- 
quah Creamery  as  Alpine  did. 

Puyallup  Creamery  bought  cottage  cheese  and 
bought  our  ice  cream  mix. 

Renton  bought  our  ice  cream  mix,  and  they 
froze  their  own  ice  cream,  until ,  maybe,  1949  the 
switch  was  made  by  either  1949  or  1950  and  we 
started  to  freeze  after  we  built  the  new  ice  cream 
plant  on  Rainier  and  we  froze  the  ice  cream,  liut 
before  that  time,  we  sold  the  liquid  mix  and  they 
made  the  ice  cream  themselves. 

Alpine  Ice  Cream,  we  sold  them  all  the  ice  cream 
mix  manufactured  at  Issaquah. 

So  far  as  Finstad  and  Utfrard  is  concerned,  thev 
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made — that  was  in  the  same  kind  of  a  business,  ex- 
cept all  they  could  do  was  just  to  make  cottage 
cheese  and  ice  cream  mix,  and  send  the  rest  of  the 
Grade-A  down  to  us,  and  for  awhile  we  handled  it 
at  Alpine,  and  after  we  bought  Apex  Farms,  Apex 
Farms  took  over  production  of  Grade-A  milk,  and 
if  they  had  an  over-production  [2511]  of  manufac- 
turing milk,  we  brought  it  into  Issaquah,  and  made 
butter  out  of  it. 

Q.  In  the  milk  industry,  you  spoke  of  a  flush 
season.  What  do  you  mean  by  that  ? 

A.  Well,  the  flush  season  runs  between,  I  would 
say,  April  1st  and  August  1st.  It  is  not  quite  as 
bad  any  more  now  as  it  was  probably  during  the 
middle  40 's  or  later  40's,  but  at  that  time,  the  pro- 
duction was  just  about  doubled. 

If  a  fellow  shipped  100  gallons  of  milk  in  Janu- 
ary and  February  during  the  flush  period  he  would 
ship  twice  as  much. 

They  have  done  a  lot  of  work  to  have  some  fall 
freshened  cows  rather  than  spring  freshened,  but 
in  our  plants,  in  the  spring  period,  we  ran  between 
600  and  650  thousand  pounds  of  milk  in  the  flush 
period,  and  it  would  go  to  a  quarter  of  a  million, 
about  250  thousand,  in  the  winter  months. 

Q.  Did  you  have  any  problem  in  being  able  to 
take  all  of  the  products  of  your  producers,  your 
farmers  ? 

A.  Well,  yes;  wo  had  quite  a  problem  of  trying 
to  find  markets.  Of  course,  we  had  two  types  of 
milk.    One   was   Grade-A,   which   went   into   fresh 
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milk  distribution  and  then  the  manufacturing  milk, 
but  during  the  flush  period,  we  had  probably  half 
of  our  Grade-A  milk  that  [2512]  couldn't  be  used 
in  the  bottle  because  of  distribution  in  fresh  milk 
probably  doesn't  vary  over  five  percent  during  the 
twelve  months'  period. 

I  think  we  probably  sell  probably  more  milk  dur- 
ing the  winter  months  when  schools  are  on  then 
we  do  in  the  spring  when  it  is  just  the  opposite, 
when  the  cow  is  coming  fresh. 

So,  we  had  a  lot  of  Grade-A  milk  that  had  to  go 
into  manufacturing  channels  still  today. 

Q.  I  am  not  interested  in  the  details,  but  did 
you,  in  your  operation,  have  to  make  arrangements 
with  the  producers  so  that  you  had  to  take  their 
output,  whether  flush  or  not? 

A.  That  is  right.  When  you  took  a  producer  on 
— it  was  especially  so  in  65  percent  independent — 
when  you  had  an  independent  producer — because 
he  started  to  double  his  production  in  the  spring. 
You  couldn't  cut  him  off.  We  had  to  have  facilities 
to  handle  it,  and  that  is  why  powdered  and  butter, 
for  instance,  when  the  flush  came  along,  we  couldn't 
sell  it  on  the  open  market,  and  it  was  sold  to  the 
Government. 

Q.  Who  handled  the  producers  in  making  the 
original  set-up  whereby  you  did  obtain  their  entire 
output?  [2513] 

A.  I  made  all  the  original  arrangements  for 
to  buy  the  milk  from  the  producers  for  all  the 
plants,  not  only  for  Alpine  and  Issaquali,  but  Apex 
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Farms  and  Conway.  I  made  arrangements  with  the 
independent  producers  we  had,  and  with  the  co- 
operatives with  the  contracts  or  purchasing  from 
Consolidated. 

Q.     Who  handled  your  chief  customers? 

A.  The  chief  sales,  large  customers,  was  all  han- 
dled by  myself.  I  had  a  sales  staff,  wholesale  sales- 
men, at  Rainier  Plant. 

At  Alpine  and  Apex  Farms,  they  was  mostly  re- 
tail so  we  had  a  retail  salesman,  but  I  had  charge 
of  all  the  sales  of  all  the  organization. 

Q.     Did  you  have  labor  problems  over  the  years? 

A.    Yes. 

Mr.  Moriarty :  This  might  be  immaterial,  if  your 
Honor  please. 

The  Court:    It  seems  to  be  immaterial. 

Mr.  Griffin:  I  think  there  is  a  very  direct  pur- 
pose to  the  action  here,  if  the  Court  please. 

Mr.  Moriarty:  If  counsel  makes  that  statement, 
I  will  withdraw  my  objection. 

Q.  (By  Mr.  Griffin):  I  do  not  want  the  de- 
tails, l^ut  who  handled  the  labor  relations?   [2514] 

A.  I — well,  not  only  for  our  own  company,  han- 
dled all  the  labor  relations,  but  for  several  years, 
I  was  Chairman  of  the  Labor  Relations  Committee 
for  the  Seattle  Milk  Dealers  Association.  And  I 
served  on  the  committee  every  year.  In  other  words, 
I  contracted — we  probably  had  seven  or  eight  dif- 
ferent contracts  on  the  A.  F  of  L.,  of  course,  but 
between  the  milk  wagon  drivers  and  the  ice  cream 
drivers  nnd  the  inside  workers,  nnd  the  office  work- 
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ers  and  all  imions,  we  had  different  contracts  with 
different  business  agents  and  we  had  individual 
contracts  to  handle. 

Q.  What  were  you — what  was  your  working  day 
from  the  time  you  started  at  Issaquah  for  the  next 
following,  almost  twenty  years,  seventeen  years? 

A.  Well,  at  the  time  I  started  in  Issaquah,  in 
al:)out  1928  or  1929,  I  never  had  a  vacation  imtil 
1937,  when  Mrs.  Forster  and  I  went  to — went  to 
Alaska. 

Q.  We  will  come  to  that  in  a  moment,  but  irre- 
spective of  vacation,  did  you  work  a  six-day  week 
or  seven-day  week,  or  what  was  your  work? 

A.  I  worked  a  seven-day  week,  and  thirty  days 
a  month,  and  365  days  out  of  the  year. 

Q.  And  did  you,  during  that  period  of  time, 
while  [2515]  you  w^ere  doing  this  work,  ever  ex- 
amine any  of  the  minute  books  or  the  corporate 
records,  or  the  books  of  account  of  any  of  these 
outfits? 

A.  No,  I  never  did.  I  never  looked  at  the  book- 
keeping part  or  any  of  the  corporate  records. 

Q.  If  you  had  had  the — if  you  had  had  an  un- 
derstanding if  you  looked  at  them,  would  you  have 
had  time  to  do  it,  considering  the  occupation  you 
wpT'o  in? 

Mr.  Moriarty:  Just  a  moment.  Immaterial  spec- 
ulative. 

Mr.  Griffin:     I  will  withdraw  the  question. 

Mr.  Moriarty:    I  move  the  answer  be  stricken. 

The  Court:    There  was  no  answer  as  vet. 
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Mr.  Moriarty:    There  wasn't? 

Q.  (By  Mr.  Griffin)  :  Did  you  endeavor  to  keep 
track  of  your  general  business  operations,  however? 

A.    Well 

Q.  (Interposing)  You  can  answer  that  one  "yes" 
or  "no,"  if  you  will,  Mr.  Forster? 

A.  I  definitely  did.  I  think  I  ran  the  different 
enterprises,  everything  except  the  financial  end. 

Q.  All  right;  noAv — and  you  did  make  money, 
didn't  you? 

A.  Well,  I  figured  I  made  money,  and  the  way 
it  looks,  I  made  more  money  than  I  thought  we  did. 

Q.  Will  you  tell  the  Jury  how  your  own  mind 
operated,  as  to  whether  you  were  making  or  losing 
money  as  you  operated  these  enterprises?  How  you 
did  your  own  judging  of  it? 

A.  Well,  the  first  thing,  of  course,  we  watched 
the  buying  prices  that  we  paid  the  producers,  then 
compared  that  with  my  sales,  and  I  knew  what  my 
lal:)or  cost  was,  because  T  handled  the  labor  nego- 
tiations myself,  and  I  knevv'  how  much  stuff  we 
were  running  through  our  plants,  and  I  knew  how 
many  pounds  of  cheese  I  got  out  of  100  pounds  of 
milk,  and  I  knew  what  the  overrun  was  in  the 
Initter,  and  from  there  on,  T  made  my  own  calcu- 
lation, where  the  profit  should  be,  and  it  actually 
never  varied  too  much,  from  the  profit  and  loss 
statement  that  Mr.  Taylor  gave  me  on  the  end  of 
the  month. 

We  was  fairly  close  with  my  calculation. 

For  instance,  if  I  took  80  pounds  of  fat  out,  T 
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had  to  get  100  pounds  of  butter.  And  on  cottage 
cheese,  we  knew  what  the  yield  was  on  15  [2517] 
pounds  of  cottage  cheese  curd.  I  knew  what  I  got, 
first,  on  3.5  or  3.6  milk. 

I  had  to  get  10  pound  yield,  10  poimds  of  Ameri- 
can or  Cheddar  Cheese  from  100  pounds,  if  it  was 
3.5  or  3.6  butter  yield.  That  is  the  way  I  calcu- 
lated my  different  operations  to  see  if  we  was  mak- 
ing any  money. 

Q.  Did  you  have  any  particular  division  of  time 
as  between  these  enterprises,  these  different  enter- 
prises ? 

A.  Well,  I  just  couldn't — it  was  impossible  for 
me  to  keep  a  schedule,  of  course.  I  lived  in  Issa- 
quah,  and  still  live  there,  and  I  started  out  at  the 
Issaquah  Creamery.  I  waited  until  the  milk  was 
distributed  and  if  there  was  something  out  in  the 
])lant  evevy  morning  T  went  out  to  the  plant  and 
talked  to  the  Inittermaker  and  the  cheesemaker,  and 
if  there  was  a  special  problem,  stayed  there  maybe 
an  hour  or  an  hour  and  a  half  and  then  wt  get 
the  orders  in  from  the  different  plants  for  that 
daj^'s  delivery  of  the  products  that  those  plants 
took,  and  while  tlie  orders  came  in,  I  talked  to  the 
]»laiit  manager,  and  plant  superintendents,  and 
asked  if  there  was  anything  they  wanted  to  talk 
to  me  about,  or  if  I  should  come  out  to  their  place, 
and  then  we  had  labor  meetings,  so  I  [2518]  actu- 
ally never  had  a  direct  schedule,  except  T  tried  to 
be  .at  Issaquah  every  morning,  and  not  only  six- 
days,  but  seven  days  a  week. 
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I  spent  hours  and  sometimes  Sunday  morning, 
especially  during  the  flush  period  when  we  ran 
day  and  night,  in  order  to  get  rid  of  the  milk. 

Q.  Did  you  spend  any  time  at  Finstad  and  Ut- 
gard  and  Simonson  and  Forster? 

A.  Yes,  I  tried  to  set  that  time  at  the  time  that 
Mr.  Taylor  went  up  to  Finstad  and  Utgard  to  go 
over  the  books,  and  then  I  would  pick  Mr.  Taylor 
up  here  in  Seattle,  and  him  and  I  drove  up  there, 
and  then  I  talked  to  the  plant  superintendent  while 
I  was  up  at  the  plant  and  go  out  to  the  plant  with 
him  and  look  at  the  cottage  cheese  production  and 
talk  over  his  buying  problem  with  the  producers 
in  Skagit  and  Snohomish  County  and  probably 
once  in  a  while,  I  will  i)robably  go  up  in  between 
or  he  will  have  a  chance  to  come  down,  and  we  talk 
the  problems  over. 

At  times,  if  he  had  any  kind  of  difficulty  with 
producers,  I  go  up  there  and  we  make  a  date,  and 
go  out  and  talk  to  some  of  the  farmers  up  in 
Skagit. 

Q.  Would  that  ho  true  of  other  plants,  like  Si- 
monson and  Forster  and  Renton? 

A.  Well,  Renton  didn't  have  any  producers,  but 
I  [2519]  would  stop  there  on  the  way  back  from 
Alpine  to  talk  over  the  operation  with  Mr.  Schnei- 
der and  Mr.  Basket,  while  he  was  alive,  and  when 
he  wasn't,  I  talked  it  over  with  Mr.  Schneider. 

And,  in  reverse,  if  I  have  something  on  in  the 
afternoon,  I  start  out  from  Issaquah  by  way  of 
Renton  and  stop  for  one-half  hour. 
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Q.  By  the  way,  do  you  still  live  in  the  same 
house  that  you  first  started  in  up  there  ? 

A.     That  is  right,  yes. 

Q.  Now,  before  I  go  into  certain  specific  items, 
of  what  organizations  are  you  a  member? 

Mr.  Moriarty:    Objected  to  as  immaterial. 

The  Court:    Objection  sustained. 

Mr.  Griffin:  The  Government  has  introduced  a 
portion  of  them  by  those  exhibits,  if  the  Court 
please.  I  think  I  am  entitled  to  show  his  affilia- 
tions and  his  organizations  in  the  community  in 
which  he  lives  as  part  of  his  very  being  and  living. 

Mr.  Moriarty:    We  mil  withdraw  the  objection. 

The  Court:  Objection  is  withdrawn.  You  may 
answer. 

A.  I  am  a  charter  member,  and  past  president 
of  Kiwanis  Club  is  Issaquah,  and  a  member  of  the 
Issaquah  Chamber  of  Commerce,  and  its  first  presi- 
dent. I  am  past  [2520]  commissioner  of  Boy  Scouts 
of  Snoqualmie  Valley  District,  and  I  am  still  on 
their  committee. 

I  belong  to  the  IssaquaJi  Community  Church.  I 
am  a  Director  of  Washington  State  Dairy  Council. 
T  am  on  the  Board  of  Directors  of  Washington 
State  Dairy  Foimdation. 

I  am  a  director  of  the  Seattle  Dniry  Foundation. 

I  am  with  the  Northwest  and  Begional  Milk  In- 
dustry Foundation,  as  a  director.  My  second  term 
now  is  up.  That  is  my  eighth  year.  Tt  will  be  up 
this  year. 

T  belong  to  Masonic  Lodge,  the  Blue  Lodge,  in 
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Issaqiiah,  to  the  Renton  Chapter  of  Royal  Arch 
Masons  and  to  the  Seattle  Commandery  No.  2  of 
the  Mle  Temple  and  belong  to  the  Shrine. 

Q.     How  about  the  school  work? 

A.  I  seryed  a  second  term  on  District  411  as 
School  Director,  right  now,  and  I  think  I  am  on 
my  sixth  or  seyenth  year  as  School  Director. 

Q.  Without  detail,  again,  in  regard  to  the  State 
and  National  Dairy  organizations,  were  you  func- 
tioning in  those  organizations  during  the  years  1945 
to  1949? 

A.  Yes — I — the  National  organization,  I  belong 
to  the — I  am  on  the  Committee  of  Producer  [2521] 
Relations  for  the  National  set-up,  Milk  Industry 
Foundation,  consisting  of  milk  dealers  in  the 
United  States  and  Canada,  and  we  haye  got  some 
members  in  New  Zealand  and  some  in  England. 

Q.  Without  detail,  did  that  sort  of  work  take  a 
substantial  portion  of  your  time? 

A.  Yes,  it  took  a  lot  of  time.  We  haye  meetings 
at  least  one-half  dozen  times  a  year,  and  most  were 
held  in  Washington,  D.C.  That  is  where  their  head- 
quarters are  for  the  Milk  Industry  Foundation,  and 
we  worked  yery  closely  with  National  Milk  Pro- 
ducers Federation. 

Mr.  Griffin:     May  I  haye  63,  64  and  65,  please? 
(AYhereupon,  Exhibits  were  handed  to  Mr. 
Griffin  by  the  Clerk.) 

Q.  (By  Mr.  Griffin)  :  I  hand  you  Exhibit  65, 
introduced  ])y  the  Goyernment,  being  a  check  to 
the  Community  Chest  for  two  dollars.    Haye  you 
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any — do  you  know  what  that  check  is?    Or  have 

any  recollection? 

A.  Yes,  I  would  think  it  was  a  check  made  out 
to  Community  Chest  for  one  of  the  lunches  that 
was  held. 

Q.  Did  you  have  any  connection  personally  with 
the  [2522]  Community  Chest  during  these  years? 

A.  I  have  been  director  and  still  am  of  the 
Seattle-King  County  Community  Chest,  and  I  am 
on  the  Board  of  Directors  of  the  newly  organized 
— well,  it  is  an  offspring  of  the  Community  Chest. 

Q.    When  did  you  become 

A.     (Interposing    and    continuing)     Seattle 

Good  Neighbor  Fund. 

I  served  as  General  for  King  County  outside  of 
Seattle  for  the  drives  in  1949  and  1950  to  handle 
all  the  communities  outside  of  Seattle  for  King 
County. 

Q.  And  handing  you  Exhil^it  64,  which  is  a 
check  to  Puget  Sound  Products  from  the  Issaquah 
Creamery,  are  you  familiar  with  that  transaction  ? 

A.    Yes. 

Q.     What  was  it? 

A.  Mr.  Grill,  of  Jones  and  Bronson,  told  me 
sometime  in  the  middle  40's  when  he  was  our  at- 
torney that  it  would  be  a  good  investment  in  this 
Puget  Sound  Products  operation,  and  wondered 
if  I 

Mr.  Moriarty:  (Interposing)  I  suggest  that  this 
may  be  hearsay. 
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I  make  the  objection  as  to  hearsay,  if  your  Honor 
please. 

Mr.  Griffin:    Yes,  I  agree  with  that.  [2523] 

Q.  (By  Mr.  Grifftn)  :  This  Puget  Sound  Prod- 
ucts is  that  the  matter  in  which  a  witness  by  the 
name  of  Goss  testified  here? 

A.     That  is  right,  yes. 

Q.  Did  you — did  somebody  then — Puget  Sound 
Products  sell  you  an  interest  in  what  they  claimed 
was  one  of  their  i)atents,  or  something? 

A.     That  is  right,  yes;  five  thousand  dollars. 

Q.  And  did  this  check  that  I  just  showed  you, 
without  any  detail,  involve  the  final  handling  of 
that  transaction? 

A.     That  is  right.   It  was  the  last  payment. 

Mr.  Moriarty:  I  suggest  that  the  question  has 
been  answered. 

The  Court:    Well,  he  may  explain,  if  he  wishes. 

Mr.  Griffin:    I  am  satisfied. 

Q.  (By  Mr.  Griffin) :  It  involved  the  last  de- 
tail of  the  transaction?  A.     That  is  right. 

Q.  Xow,  you  had  a  bank  account  in  the  Central 
Xatioiia]  Bank  of  Commerce,  Central  Branch,  and 
you  also  had  one  out  in  the  Greenwood  District.  Will 
you  state  [2524]  to  the  Jury  why,  in  the  early 
1940 's,  down  to  1945,  you  had  some  small  accounts 
in  three  or  f(Mir  of  these  banks  where  these  people 
first  testified  in  this  case,  about  three  months  ago? 

A.  Well,  the  account  in  the  Xational  Bank  of 
Commerce : 

I  was  interestod  in  the  Moadowland  Dairy  before 
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I  finally  took  it  over,  when  they  couldn't  make  it  go, 
and  they  banked  at  the  National  Bank  of  Com- 
merce on  Olive  Way,  and  that  is  the  reason  I  estab- 
lished a  savings  account  there,  because  I  was  a 
stockholder  and  interested  in  the  Meadowland 
Dair}^,  and  that  is  where  we  done  our  banking. 

Out  in  the  Greenwood  Bank,  I  had  to  take  over  a 
contract  from  one  of  our  customers  and  he  was 
banking  at  the  Greenwood  Bank,  and  he  said  he 
would  like  to  make  his  payments  at  the  Greenwood 
Bank  to  pay  off  his  contract,  so  I  left  the  contract 
there  at  the  Greemvood  Bank,  at  his  request,  and 
told  him  to  go  ahead  and  put  it  in  this — opened 
the  savings  account  up  there  and  put  it  in  the  sav- 
ings account. 

Q.  Eventually — I  will  reach  this  later — did  your 
banking  consolidate  in  the  Peoples  and  in  the 
Washington  State  Bank  at  Issaquah? 

A.  That  is  right.  As  those  loose  ends  started 
to  [2e525]  pull  together  and  put  them  all  in  the 
Peoples  National  Bank  here  on  Fourth  Avenue  and 
the  Washington  State  Bank  at  Issaquah. 

Mr.  Griffin:    137  and  140,  please. 

(Whereupon,   exhibits   were   handed   to   Mr. 
Griffin  by  the  Clerk.) 

Q.  (By  Mr.  Griffin)  :  Now,  referring  to  exhib- 
its 137  and  140, — 137  is  a  ledger  sheet  of  Hans  For- 
ster, Issaquah  Creamery- Alpine  Dairy.  It  says  Se- 
attle, with  Jordan  and  Company.  I  am  trying  to 
find  the  name  Jordan  on  here. 
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Certain  checks  were  introduced  in  evidence,  Ex- 
hibits 140,  139  and  138  to  Jordan  and  Company. 

Did  you  have  a  trading  account  in  securities  with 
Jordan  and  Company?  A.     Yes. 

Q.  Did  anyone  introduce  you  to  Mr.  Jordan  in 
the  first  instance?  A.     Hicks  Taylor. 

Mr.  Moriarty:     Who? 

The  Witness:    Hicks  Taylor. 

Q.     (By  Mr.  Griffin)  :    And  for  what  purpose? 

A.  Well,  he — Mr.  Taylor — told  me  that  he  was 
trading  [2526]  with  Mr.  Jordan,  and  he  said  he  was 
doing  a  very  good  job  for  him,  and  he  thought  it 
might  be  a  good  idea  for  me  to  buy  a  few  shares 
of  stock,  and  put  them  away  and  forget  them. 

Q.     Did  he  advise  you  what  to  buy — Mr.  Taylor? 

A.  He  told  me  what  he  was  buying, — and  he 
told  me  that  is  the  stock  that  was  good. 

Q.  And  did  you  then  trade  for  a  time  in  securi- 
ties with  Jordan  and  Company? 

That  is,  buy  and  sell?  A.     Yes. 

Q.  Do  you  know  how — if  you  had  any  dividends 
from  those  securities,  do  you  know  how  they 
reached  your  income  tax  returns,  if  they  did? 

A.  Yes,  Mr.  Jordan  gave  Mr.  Taylor  a  break- 
down every  year  of  what  I  had,  and  what  dividends 
there  were.  In  fact,  I  don't  think  I  even  got  a  copy 
of  it.   He  sent  it  direct  to  Mr.  Taylor. 

Mr.  Griffin:  Let  me  see  160,  please,  and  170; 
160  to  170. 

I  might  as  well  use  those. 
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would  have  to  put  it  in  escrow  up  at  Peoples  Bank. 
He  was  banking  there,  and  I  think  they  probably 
still  do,  Time  Oil,  and  so  were  we,  and  we  both  went 
up  and  I  signed  the  contract  for  one  and  one-half 
cents,  and  we  put  the  contract  in  escrow,  and  the 
escrow  agreement  was  that  neither  one  could  take 
the  contract  out  unless  the  other  one  was  there  to 
witness  it,  so  that  we  could  tear  it  up,  I  suppose, 
and  he  said  one  condition  was  that  he — that  the  dis- 
count would  have  to  be  on  a  cash  basis.  He  said  he 
couldn't  go  ahead  and  give  it  to  us  as  a  check  or 
on  a  rebate  on  the  statement.  So,  we  made  the  deal, 
and  that  is  where  the  Time  Oil  discount  monies 
come  from.  He  tried  to  make  the  same  kind  of  deal 
out  of  Apex  Farms,  but  out  at  Apex,  we  [2530] 
had  quite  a  bit  of  business  with  Signal  Oil. 

Some  of  the  Signal  Oil  tankers  that  came  up 
from  California  was  buying  milk  and  cream  from 
us,  and  I  told  Mr.  Keck  about  it,  and  we  figured 
the  amount  of  gasoline  used,  and  the  amount  of 
business  used  by  Signal  Oil,  and  figure  it  wasn't 
profit.  He  was  still  getting  one  cent  from  Signal, 
and  the  one-half  cent  deal,  we  didn't  make  the 
break,  and  that  is  the  reason  Apex  Farms  didn't 
change,  and  kept  on  buying  from  Signal  Oil. 

Q.  Was  it  yoTi  or  Mr.  Green  that  insisted  that 
the  rebate  had  to  be  in  cash? 

A.  Mr.  Green  definitely  insisted  on  it.  He  said 
that  is  the  only  way  he  could  give  us  one  and  one- 
half  cents,  it  had  to  be  cash  basis. 
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Q.  And  was  Mr.  Taylor  familiar  with  that  dis- 
count ? 

A.     I  told  Mr.  Taylor  about  it,  yes. 

Mr.  Griffin:  Let  me  see  179  and  181  and  182  and 
183,  please. 

(Whereupon,   exhibits  were   handed  to  Mr. 
Griffin  by  the  Clerk.)  [2531] 

Q.  (By  Mr.  Griffin) :  There  has  been  testimony 
here  about  basketball  teams  and  football  teams. 
What  connection  did  your  Issaquah  Dairy  or  Al- 
])ine  Dairy  have  with  either  football  or  basketball'? 

A.  I  sponsored  the  160-pound  football  team  in 
Issaquah  that  consisted  of  boys  that  didn't  go  to 
college  but  came  out  of  high  school  and  they  still 
wanted  to  play  football,  and  we  organized,  was  one 
of  the  organizers,  of  a  league  between  Enumclaw, 
Auburn  and  Kent,  and  Issaquah  and  Renton,  and 
later  on,  I  think  White  River  came  in,  and  Rainier 
Beach,  and  we  sponsored  that  team  in  connection 
with  the  Fire  Department  for  awhile,  and  after- 
wards, I  ])aid  the  whole  bill  for  five  or  six  years 
until  they  started  to  bring  in  University  graduates 
and  broke  it  up  for  the  kids.  That  is  actually  what 
happened. 

As  far  as  basketball  is  concerned,  I  sponsored 
basketball  teams  in  the  Commercial  League  at  Issa- 
quah, and  here  in  Seattle,  I  have  sponsored 

Mr.  Moriarty:  (Interposing)  Just  a  moment.  I 
don't  think  what  he  did  in  Seattle  is  material. 

Mr.  Griffin:    I  asked  about  Alpine,  as  well. 

Mr.  Moriarty:     I  object  to  it  as  immaterial. 
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The  Court:  Objection  overruled.  I  believe  it  is 
covered  in  some  of  the  exhibits.  [2532] 

A.  (Continuing)  I  sponsored  the  Alpine  Dairy 
Basketball  Team  since  1934  when  v^e  had  the  first 
team  in  the  Commercial  League,  and  we  have  been 
having  teams  for  20  years,  and  now,  of  course,  they 
call  it  the  Northwest  Basketball  League. 

Q.  (By  Mr.  Griffin)  :  In  this  group  of  checks, 
Exhibit  67,  is  a  check  dated  February  25,  1946, 
Alpine  Dairy  to  Northwest  Basketball — Northwest 
Basketball — I  don't  know — is  that  your  writing? 

A.     Yes,  Northwest  Basketball  Tournament. 

Q.  Northwest  Basketball  Tournament,  $100.  Is 
that  one  of  the  matters  you  have  just  been  refer- 
ring to? 

A.  Yes,  that  was  the  play-off  out  at  the  Uni- 
versity of  Washington,  that  each  team  had  to  put  up 
$100  to  guarantee  that  they  would  be  there  for 
the  play-off  and  that  came  back  when  the  team 
showed  up  and  the  Tournament  was  over. 

Q.  Exhibit  179  is  a  ledger  sheet  of  Klopfen- 
stein's  which  shows  the — what  you  paid  for  shorts 
and  ties  and  wearing  apparel. 

Have  you  examined — have  you  examined  this 
ledger  sheet  as  to  whether  or  not  there  are  on  there 
articles  for  these  players? 

A.  I  never  looked  at  it  before,  so  I  actually 
[2533]  couldn't  tell  you. 

Q.  Did  you  buy  anything  from  any — from  Klop- 
fenstein's,  wearing  apparel,  for  these  teams,  or 
players  ? 
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A.  That  is  right.  We — not  only  that,  but  we 
bought  some  of  them  for  presents  at  the  end  of  the 
season,  and  when  the  boys  got  through  phiying,  we 
always  tried  to  give  them  something  for  Christmas, 
and  during  the  Christmas  season,  and  part  of  the 
Klopfenstein's  bill,  just  like  the  jewelry  bill,  went 
for  presents  to  the  l)all  players,  and  for  the  help 
when  they  got  married,  and  wedding  presents. 

The  same  way  with  the  customers. 

Q.  Was  tiiat  true  of  the  two  jewelry  bills  here 
as  well? 

A.  That  is  right.  I  don't  know  which  year  it 
was,  but  one  year,  after  the  season,  I  bought  them 
all  a  wristwatch,  and  had  their  names  engraved  to 
all  the  players  and  the  coach,  and  I  bought  some 
luggage  for  Tom  Werner,  who  has  been  the  coach 
all  those  years. 

It  is  an  amateur  league.  The  boys  don't  get  no 
pay.  They  do  it  for  the  fun  of  it,  and  at  the  end 
of  the  season,  I  try  to  give  them  a  party  and  a  few 
small    presents,    and    put    their    names    on    them. 

Just  a  little  bit  of  a  remembrance  that  they 
played  ball. 

Q.  Now,  during  these  years  1945  to  1949,  w^ere 
you  a  member  of  the  Washington  Athletic  Club? 

A.    Yes. 

Q.     And  did — was  that  a  business  membership? 

A.  That  is  right,  yes.  Non-residence  membership 
for  living  at  Issaquah. 

Q.  And  did  you  consider  it  a  part  of  your  busi- 
ness? A.     Defmitely,  yes. 
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Q.  Do  you  remember  when  your  daughter  got 
married?  A.     Yes,  very  well. 

Q.  There  has  been  testimony  here,  and  I  refer 
to  Exhibit  182,  that  at  that  time 

Mr.  Griffin:    Strike  that,  first. 

Q.  (By  Mr.  Griffin  continuing)  :  You  will  remem- 
ber, do  you,  during  the  trial  that  we  went  through 
one  of  these  ledgers,  or  journals,  whichever  it  was, 
for  a  full,  I  think,  three-year  period  showing  the 
payment  of  dues  to  the  Washington  Athletic  Club 
as  a  business  expense.  [2535] 

Now,  there  is  in  evidence  here  that  at  the  time 
your  daughter  was  married,  you  asked  for  a  sep- 
arate bill  from  the  Washington  Athletic  Club? 

A.     That  is  right. 

Q.     Why? 

A.  Because  I  didn't  figure  it  was  a  business  ex- 
pense. 

Q.  And  that  expense  was  represented,  was  it 
not,  by  Exhibit  182,  this  bill  and  check? 

A.     That  is  right. 

Q.  Did  you  have  anything  to  do  personally  with 
the  payment  of  it,  when  the  bill  came  in  then? 

A.     We]],  it  looks  like  I  signed  that  check. 

Q.  Did  you  know  it  was  not  charged  to  your 
personal  account? 

A.  No,  I  don't  know  of  any  checks,  how  they 
were  charged,  after  that  was  made  out. 

Q.  Now,  you  mentioned,  I  think,  that  you  made 
— you  took  your  vacation,  and  in  19-17,  was  it,  tliat 
you  went  baclv  ? 


United  States  of  America  iM  I 

(Testimony  of  Hans  Forster.) 

A.     No,  1937,  we  went  to  Alaska. 

Q.     1937,  you  went  to  Alaska'?  All  right. 

Now,  how  many — have  you  made  trips  back  and 
forth  to  Switzerland  ?  A.    Yes.  [2536] 

Q.     When  was  the  first  one? 

A.     The  first  one  was  in  1930. 

Q.     And  the  next  one? 

A.     The  next  one  was  in  1939. 

Q.     x\nd  then  the  next  one? 

A.     The  next  one  was  in  1947. 

Q.  Now,  in  1947,  did  you  buy  a  car  before  you 
went  over  there? 

A.     That  is  right;  I  bought  a  Ford. 

Q.     A  Ford  car? 

A.    A  Ford  convertible. 

Q.  And  what  kind  of  cars  did  you  generally 
drive  until  you  got  a  heavy  car? 

A.  Well,  I  had  a  Chevrolet,  first,  and  then  I  had 
a  Ford  Coupe,  until  I  had  a  wreck  with  it  in  1947 
and  broke  my  back,  or  my  neck. 

Q.  Oh — was  it  on  medical  advice  that  you  bought 
your  first  heavy  car,  getting  out  from  the  Fords 
and  Chevrolet  class  after  you  broke  your  neck? 

A.  That  is  right.  I  broke  my  neck  in  1947  on  the 
Tacoma  Highway. 

Q.  I  don't  care  about  the  details.  Were  you — for 
how  many  years  were  you  in  a  cast  with  that  neck  ? 

A.     Well,  I  was  in  a  cast 

Mr.  Moriarty:  (Interposing)  I  will  object,  if 
[2537]  you  don't  care  about  the  detail. 

Mr.  Griffin:    I  don't  care  about  the  detail. 
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Mr.  Moriarty:     I  will  object  to  this  as 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Griffin)  :  Was  it  a  result  of  having 
to  wear  a  cast  for  years  that  you  bought  a  heavy 
car? 

Mr.  Moriarty:     Objected  to  as  immaterial. 

A.     Yes. 

The  Court:    Well,  the  question  is  answered. 

Q.  (By  Mr.  Griffin)  :  Now,  on  this  1947  Switzer- 
land— going  to  Switzerland, — did  you  take  your 
family?  A.     I  took  my  two  daughters. 

Q.  And  was  that  a  pleasure  trip,  a  business  trip, 
or  both? 

A.  It  was  a  combination  business  and  pleasure 
trip.  I  still  have  my  father  and  mother  in  Switzer- 
land. 

Q.  And  what  would  going  to  Switzerland  have  to 
do  with  any  of  your  business  here? 

A.  Well,  the  latter  part  of  1946,  I  got  a  call  from 
Mr.  Schaubling,  Swiss  Counsel  for  the  Northwest 
District,  and  he  said  he  had  an  inquiry  [2538]  from 
Swiss  cheese  brokers  in  Switzerland  to  try  to  find 
himself  a  broker  over  here  to  handle  the  Swiss 
cheese  in  the  Northwest,  and  he  said  he  gave  them 
my  name  and  address,  and  wondered  if  I  would 
want  to  correspond  with  them. 

And  they  wrote  me  about  it  and  they  said  they 
was  looking  for  not  only  the  Northwest,  but  West 
Coast  representative.  All  during  the  war  years  they 
didn't  import  any  Swiss  cheese  from  Switzerland 
and  naturally,  they  lost  the  connections,  niid  they 
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tried  to  make  new  connections  again,  and  so  I  cor- 
responded with  them  and  I  went  out,  and  when  I 
went  out,  in  1947,  I  looked  them  up  and  went  over 
the  proposition  that  they  had.  And  I  never  took  it 
on  because  it  actually  didn't  fit  right  in  with  our 
fresh  milk  and  ice  cream  business. 

Q.  Did  you  use  on  your — on  that  trip,  did  you 
use  traveler's  checks  in  parf? 

A.     I  would  think  so,  yes. 

Q.  Do  you  know  how  they  were  charged  on  the 
books'?  A.     No,  I  don't. 

Q.     Or  to  which  company?  A.     No. 

Q.  Did  Mr.  Taylor  know  that  you  made  that 
[2539]  trip?  A.     Yes,  very  much. 

Q.  Who  was  left  in  charge  of  the  overall  opera- 
tion when  you  made  that  trip? 

A.  Mr.  Taylor  had  power  of  attorney,  and  he 
was  in  full  charge  of  all  details  of  the  set-up  when 
I  left,  just  like  he  took  my  place  when  I  was  gone. 

Q.  Exhibit  66  and  67,  there  are,  I  believe,  two 
checks  to  the  school  district  for  $50  each.  Do  you 
know  what  they  are?  What  they  were  for? 

A.  They  are  accompanying  bids  when  we  bid  for 
milk  on  the  Seattle  School  District  No.  1.  We  had 
to  accompany  the  bid  with  a  $50  check.  I  think 
that  is  what  it  is,  $50. 

Q.  That  is,  by  bid,  you  mean  to  bid  for  that 
school  business?  A.    Yes. 

Q.  In  67-A  there  is  a  check  to  Washington  Con- 
cessions for  $100.  Is  that  of  the  same  nature  or 
tenor  ? 
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A.  I  can't  even  remember  what  the  Washington 
Concessions  was.  I  really  can't  tell  you. 

Q.  There  was  one  67- A,  Milky  Way,  do  you 
know  what  that  was'? 

A.     I  haven't  got  the  slightest  idea.  [2540] 

Q.  By  the  way,  returning  to  Finstad  and  Utgard 
for  a  moment,  in  this  transaction  you  testified  to, 
did  you  ever  meet  Mrs.  Finstad  personally? 

A.  Well,  I  can't  remember  her,  1:)ut  since  then,  I 
talked  to  Mr.  Egeness,  and  he  said  that  I  went  up 
there  with  him  one  time.  She  wanted  to  meet  me, 
but  I — I  still  can't  tell  you  what  Mrs.  Finstad 
looked  like. 

Q.  In  Mr.  Eppler's  testimony,  he  read  some 
items  of  $200  regarding  the  purchase  of  some  prop- 
erty in  Issaquah.  Do  you  know  what  those  items 
were  and  what  2:)roperty  they  referred  to? 

A.  Yes.  I  had  a  fellow  by  the  name  of  John 
Krainek,  who  was  working  in  the  plant  for  quite 
a  number  of  j^ears,  and  he  saw  a  bachelor  and  then 
he  started  to  hit  the  bottle  quite  often  and  we  had 
to  let  him  go,  and  after  he  was  out  for  al)out  one 
month  and  a  half,  or  two  months,  he  approached 
me  at  the  plant  and  he  said  he  was  going  to  sell 
that  piece  of  property  about  one  block  and  a  half 
below  the  Creamery.  It  is  right  on  the  highway, 
Sunset  Highway  there,  and  he  said  ho  had  an  offer 
of,  I  think  it  was  either  three  thousand  dollars  or 
thirty-five  hundred,  and  he  woiulorod  if  I  was  in- 
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terested  in  it;  otherwise,  he  was  [2541]  going  to 
sell  it  to  Peters  Real  Estate,  and  I  said  if  he  had 
to  sell  it,  we  was  interested  in  it,  because  we  had 
taken  up  just  about  every  foot  of  space  that  we  had 
on  the  Issaquah  Creamery  property  in  making  this 
roller  powder  to  sell  it  to  the  Grovernment  in  car- 
load lots  by  the  time  they  came  out  to  run  samples 
on  it  ar.d  we  ke^it  running  day  and  night  and  the 
warehouse  was  overloaded,  and  I  figured  on  trying 
to  l)uild  a  warehouse  on  that  piece  of  property. 

Q.     You  eventually  purchased  it,  did  you? 

A.     That  is  right. 

Q.     And  was  it  purchased  for  business  purposes'? 

A.     Oh,  definitely  so,  yes. 

Q.  By  the  way,  during  these  years,  did  you  en- 
tirely rebuild  the  Issaquah  Creamery  Plant? 

A.  Well,  I  would  say  during  the  years,  there  is 
only  the  wall  on  the  north  end,  one  wall  left  from 
the  original  plant  that  was  there  when  I  came  down 
with  the  Northwest  Milk  Condensing  Company. 

Mr.  Griffin:     It  is  recess  time. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  take  the  mid-morning  recess.  The 
Court  calls  your  attention  to  the  admonition  given 
on  similar  occasions,  and  asks  that  you  heed  that 
[2542]  admonition  on  this  occasion. 

You  may  now  be  excused. 

(Whereupon,  the  Jury  retired  from  the  court- 
room.) 
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(Whereupon,  at  11:00  o'clock  a.m.  a  recess 
was  had  in  the .  within-entitled  and  numbered 
cause  until  11:14  o'clock  a.m.  March  30,  1954, 
at  which  time,  counsel  and  defendants  hereto- 
fore noted  being  present,  the  following  proceed- 
ings were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated.  It  is  stipulated 
that  the  Jury  and  all  defendants  are  present  in  the 
courtroom  ? 

Mr.  Griffiin:     Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Griffin. 
Q.    (By  Mr.  Griffin) :    As  part  of  this  basketball- 
football  set-up,  did  Thurston  Dry  Cleaning — did  you 
pay  for  cleaning  of  equipment  at  Thurston's? 

A.  That  is  right.  We  had  coaches,  of  course,  that 
handled  the  teams,  and  when  the  season  was  over, 
or  [2543]  during  the  season,  we  told  them  to  go 
ahead  and  take  them  there. 

Q.  For  how  many  years  was  Dr.  Hillary  your 
family  physician'? 

A.     Oh,  I  would  say  22  or  23  years. 
Q.     And  over  that  period  of  time,  have  you  paid 
him  a  good  many  fees  by  way  of  checks  for  serv- 
ices? A.     No  question  about  it. 

Q.     At   Issaquah,   does   the   Issaquah   Creamery 
have  a  mail  box,  or  how  was  the  mail  handled? 
A.     You  have  to   pick  the   mail   up   at   the  box 
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office.  There  was  no  mail  delivery  so  that  you  have 

a  mail  box. 

Q.     Do  you  have  one  personally 

A.     (Interposing)     That  is  right,  yes. 

Q.    (Continuing)     your  family. 

There  has  been  introduced  in  evidence  one  check 
here,  Exhibit  231,  payable  to  Dr.  Hillary.  Have  you 
any  idea  ho\Y  that  check  got  to  tlie  Creamery  ofiice 
in  the  place  of  yourself  personally  over  these  22 
years  ? 

A.     No,  I  haven't  got  the  slightest  idea. 

Mr.  Griffin:  If  I  may  refer  to  the  check,  if  the 
Court  please.  On  the  face,  it  says  Betty  and  [2544] 
Jo  Anne  Forster. 

Q.  (By  Mr.  Griffin) :  Now,  you  recall  that  Miss 
Neukirehen  testified  that  certain  invoices  to  the 
Renton  Ice  and  Ice  Cream  Company,  you  asked  her 
to  give  to  you?  A.     That  is  right,  yes. 

Q.  AVill  you  explain  to  the  Jury  what  that  trans- 
action was? 

A.  I  don't  recall  the  exact  date,  or  when  the 
War  Food — War  Food  Order  No.  8  went  into 
effect,  that  set  a  quota  that  we  got  out  ])utterfat 
and  milk  solids  in  ice  cream,  but  when  it  went  into 
effect,  they  set  a  base  period  where  those  figures 
came  from,  from  the  previous  year  and  Issaquah 
Creamery,  being  both  the  ice  cream  mix  lousiness 
and  the  ice  cream  business,  had  two  different 
quotas.  One  of  them  was  a  quota  to  make  an  ice 
cream  mix.  That  part  was  made  into  ice  cream. 

And  the  other  part  of  the  mix  quota  was  a  quota 
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that  customers  established  that  had  their  own  ice 
creamery  or  sold  at  retail,  that  froze  the  mix  after 
we  made  it  up,  and  then  they  made  ice  cream  in 
the  small  creameries  on  quotas  that  some  dealers 
established  that  made  the  ice  cream  and  took  their 
ice  cream  back  and  sold  it  to  grocery  stores  and 
sold  it  to  [2545]  drugstores  and  during  the  base 
period  account  bases  were  established.  We  sold  mix 
all  over  the  State.  We  sold  in  Walla  Walla  and  we 
sold  in  Spokane,  and  we  sent  to  Portland  and  to 
Bremerton,  and  we  sent  to  Bellingham  and  Mt. 
Yernon  and  quite  a  bit  to  Alaska,  Crystal  Dairy 
in  Ketchikan  and  the  Juneau  Dairies,  and  at  An- 
chorage. 

So,  we  had  a  very  large  ice  cream  mix  business 
during  the  base  period.  And  when  the  War  started, 
this  mix  that  we  manufactured  that  went  out  of 
the  State,  especially  up  to  Alaska,  we  had  to  discon- 
tinue l^ecause  the  boats  wouldn't  take  anything  up 
to  Alaska  except  it  was  essential  to  the  war  effort 
and  they  didn't  figure  that  ice  cream  mix  was  essen- 
tial to  the  war  effort,  so  we  had  this  mix  quota  on 
our  hands. 

Usually,  at  that  time,  Renton  was  buying  their 
ice  cream  mix,  was  buying  in  the  base  period  their 
mix,  from  Arden  Farms,  and  Arden  Farms  notified 
not  only  Renton,  but  the  other  mix  accounts  that  if 
they  wanted  to  get  the  quota,  they  would  have  to 
take  most  of  it,  and  in  some  cases,  all  of  it,  in  ice 
cream,  they  wasn't  going  to  sell  them  the  mix,  and 
so  Mr.  Schneider  talked  to  me  about  it,  and  if  he 
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had  to  buy  ice  cream  from  a  wholesaler  that  was 
a  competitor  [2546]  and  then  compete  and  sell  it, 
it  was  an  impossibility,  and  I  told  Mr.  Schneider 
at  that  time  that  we  was  using  up  all  our  own  freez- 
ing quota,  but  we  had  this  mix  quota  that  we 
couldn't  shi})  to  Alaska  on  and  at  that  time,  we 
made  a  very  large  effort  to  try  to  get  the  War  Food 
Administration — normally,  we  had  their  consent, 
but  we  finally  had  to  get  to  Washington  on  it. 

The  Renton  population  just  about  tripled  over 
what  they  had  and  the  ]:)ase  period  was  before  all 
the  influx  of  people  that  came  in,  like  the  Renton 
Housing  Production  on  the  hill,  and  we  felt,  as  long 
as  those  people  came  from  outside  the  State  and 
made  the  influx,  that  we  should  get  an  increase  in 
quota,  freezing  quota,  for  Renton. 

We  applied  on  it.  We  applied  from  Renton,  and 
we  applied  from  Issaquah  Creamery.  If  nothing 
else,  we  figured  we  was  entitled  to  freeze  up  this 
mix  that  was  impossible  to  ship  to  Alaska,  and  try 
to  use  it  in  this  area  where  we  had  influx  of  popu- 
lation. 

Q.     Let  me  stop  you  there  for  a  moment. 

As  a  result  of  this  work,  did  you  get  the  quota 
so  that  distribution  could  be  made? 

A.     That  is  right.  [2547] 

Q.     Was  there  any  violation  on  your  part  at  all  ? 

A.  There  was  never  any  violation  so  far  as  we 
was  concerned. 

Q.     During  this   intervening   period,   you   asked 
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Miss  Neukirchen,  as  I  understand  your  testimony, 

to  deliver  the  invoices  to  you,  is  that  right? 

A.     That  is  right. 

Q.  Did  the  fact  of  taxes  ever  enter  your  mind 
in  that  x>articular  at  all? 

A.  It  never  entered  my  mind,  and  it  never  en- 
tered her  mind  when  she  talked  to  me  about  it, 
once  or  twice,  and  when  she  talked  to  Mr.  Erickson, 
and  Mr.  Taylor  told  her  there  was  nothing  to  worry 
about.  Nobody  mentioned  any  tax  angle.  This  didn't 
come  up.  This  must  have  been  around  1945,  and 
this  didn't  come  up  until  1950,  but  her — but  she  was 
worried  about  the  quota.  It  didn't  have  anything 
to  with  the  tax  angle. 

Q.     Afraid  you  might  be  violating? 

A.     That  is  right. 

Mr.  Griffin:  While  the  Court  will  take  judicial 
notice  of  the  Federal  Regulations,  we  have  a  pro- 
posed instruction  in  this  matter,  and  if  you  will 
mark  this  for  identification.   [2548] 

The  Clerk:  Defendants'  Exhibits  A-59  and  A-60 
marked  for  identification. 

(Defendants'   Exhibits  Nos.   A-59   and  A-60 
marked  for  identification.) 

Mr.  Griffin:  I  offer  these  two  Federal  Registers, 
A-59  and  A-60,  although,  as  I  say,  your  Honor 
would  take  judicial  uotice  of  the  couteuts  in  any 
event. 

Mr.  Moriarty:    Pardon? 

Mr.  Griffin:    I  say,  I  am  offering  them,  although 
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the  Court  will  take  judicial  notice  of  them  in  any 

event. 

Mr.  Moriarty:    I  object  to  them  as  iinmaterial. 

The  Court:  I  take  it,  they  may  be  immaterial, 
insofar  as  you  propose  to  read  them  to  the  Jury  I 

Mr.  Griffin:    No. 

The  Court:  Of  just  offer  them  as  a  basis  for  the 
instruction  ? 

Mr.  Griffin:     On  the  basis  of  the  instruction. 

Mr.  Moriarty:  That  does  not  make  them  an  ex- 
hibit. They  may  be  available  to  the  Court. 

The  Court:  They  may  be  admitted  for  that 
[2549]  limited  purpose.  It  may  facilitate  the  issue. 

Is  anyone  else  objecting? 

Mr.  Le  Sourd:    No  objection. 

Mr.  Keesling:  Will  counsel  indicate  the  section 
of  the  register  if  there  is  a  sub-section  number? 

Mr.  Griffin:  On  Exhibit  A-59,  Section  D  from 
pages  292—952  and  953;  and,  A-60,  Section  E,  on 
page  2472. 

The  Court:  They  may  be  admitted  then  for  the 
edification  of  the  Court's  judicial  notice. 

Mr.  Griffin:     Yes,  your  Honor. 

The  Court:  I  don't  know  just  what  the  instruc- 
tion may  be,  but  if  the  Government  has  any  idea 
that  they  do  not  properly  set  forth  the  regulation, 
then  in  effect,  I  would  ask  that  you  call  it  to  the 
Court's  attention. 

Q.  (By  Mr.  Griffin) :  Mr.  Forster,  Exhibit  239, 
a  check  of  Arctic  Gardens,  or  among  them  is  a 
check,  a  group  of  checks  of  which  one  is — they  are 
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all  Arctic  Gardens  checks  signed  by  Mr.  Taylor.  In 
that  group  is  a  check  for  $773.21.  There  has  been 
testimony  that  Mr.  Taylor  stated  to  the  Agent  that 
that  check  was  for  interest. 

Do  you  know  whether  it  was,  or  not?  [2550] 

A.  I  couldn't  tell  you  now.  Maybe  at  that  time, 
he  told  me  it  was. 

Q.  In  regard  to  the  matter  of  Mr.  Taylor  mak- 
ing out  your  income  tax  returns,  how  did — did  you 
supply  him  with  the  items  of  interest  that  you  had 
collected  during  the  year"? 

A.  I  supplied  him  with  all  the  items  he  asked 
me  to  supply  him. 

Q.  Well,  did  you — I  know  that  is  the  broad 
question,  l)ut  specifically,  did  you  supply  him  with 
the  interest  items'? 

A.  Well,  I  gave  him  the  interest  items,  for  the 
savings  account  I  have,  because  he  would  ask  me 
when  he  came  out  there  to  Issaquah,  and  I  took  him 
out — \i])  homo  to  hmch  all  the  time,  and  that  is 
where  I  had  the  books. 

Q.     I  will  leave  that.  What  books  do  you  mean? 

A.     Savings  Account  Books. 

Q.     Your  personal? 

A.     That  I  carried  in  Washington 

Q.     (Interposing)     Your  personal  ? 

A.  Yes,  my  personal,  in  the  Washington  State 
Bank  and  Peoples  National  Bank,  wherever  I  had 
them. 

Q.  And  did  you  .^ive  him  the  interest  items 
[2551]  out  of  those  books  for  each  year  then? 


United  Statcfi  of  America  953 

(Testimony  of  Hans  Forster.) 

A.     Yes. 

Q.  And  since  your  present  accountants  have 
gone  over  your  income  tax  returns,  have  you  found 
that  Mr.  Taylor  returned  all  of  the  interest  that 
you  gave  him,  or  not? 

Mr.  Moriarty:    Objected  to  as  immaterial. 

Mr.  Griffin :  Just  a  moment.  That  certainly  is  not 
immaterial. 

Mr.  Moriarty:    What  his  agents  later  found  out. 

Mr.  Griffin:     Ko,  no. 

Mr.  Moriarty:    It  is  hearsay. 

Mr.  Le  Sourd:    We  object  because  it  is  hearsay. 

The  Court:  The  question  finally  was,  did  he  re- 
turn ? 

Mr.  Griffin:    Yes,  that  is  the  question. 

Q.  (By  Mr.  Griffin  continuing)  :  Did  Mr.  Taylor 
enter  in  these  final  returns  the  total  amount  of  in- 
terest that  you  gave  him? 

Mr.  Moriarty:     On  the  returns  now  in  issue? 

Mr.  Griffin:    Yes,  sir. 

A.     Xo,  they  told  me  he  didn't.  [2552] 

Mr.  Le  Sourd:     I  withdraw  my  objection. 

Mr.  Moriarty:    What  they  told  him  isn't 

The  Court:  The  question  wasn't  what  they  told 
him,  as  I  understand  it. 

Q.  (By  Mr.  Griffin):  Did  he  enter  the  total 
amount  of  interest  that  you  gave  him? 

A.     No,  he  didn't. 

Q.  And  specifically,  did  you  give  him  in  each 
year  the  accrued  interest  from  your  book  in  the 
Washington — National  Bank  of  Washington? 
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A.  That  is  right.  That  is  where  twice  a  year  I 
w^oiild  get  the  interest  rate,  take  the  book  down  and 
they  write  it  in  it,  and  when  Mr.  Taylor  came  up  to 
kmch  in  the  first  part  of  the  year,  I  would  read 
it  off  there.  He  asked  me  for  it,  and  I  gave  him  the 
interest. 

Q.  You  spoke  about  Taylor  coming  to  lunch. 
AVhat  do  3^ou  mean  by  that? 

A.  Well,  he  came  out  to  go  over  the  Issaquah 
Creamery  books  most  of  the  time,  and  at  the  end 
of  the  month  to  go  over  the  books  for  the  previous 
month  and  at  twelve  o'clock  Mrs.  Forster  made  up 
a  lunch  and  Taylor  and  I  went  up  there  and  we  had 
lunch  Avith  the  family  and  then  we  talked  about  the 
businesses  and  [2553]  talked  about  the  family,  and 
then  he  would  go  back  to  the  Creamery  probably 
around  1:30  or  2:00  o'clock,  and  work  another 
couple  of  hours  and  take  the  books  along  and  go 
back  to  town. 

Q.  Over  how  many  years  from  the  time  that  you 
first  met  him  at  the  Issaquah  Creamery  did  he  cus- 
tomarily have  lunch  with  you  and  Mrs.  Forster  in 
your  home  on  every  occasion  that  he  came  out  to 
the  Creamery? 

A.     Oh,  I  would  say  fifteen  years,  anyway. 

Q.     For  the  next  fifteen  years? 

A.     I  would  say  maybe  it  was  longer  than  that. 

Q.  There  was  testimony — you  had  bought  a  Tele- 
vision set,  did  you? 

A.     That  is  right. 
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Q.  Do  you  recall  any  conversation  with  Mr. 
Erickson  about  that  Television  set? 

A.  Yes,  after  I  bought  it,  and  it  must  have  been 
a  couple  of  weeks  hxter  when  the  bill  came  into  the 
Creamery,  and  he  laid  it  on  my  desk,  and  jokingly, 
I  went  over  and  he  had  another  office,  we  had 
offices  l^eside  each  other  and  I,  I  said,  "You  know, 
I  think  this  ought  to  be  paid  by  the  Dairy,  or  by 
the  Creamery,  because  the  fellows  working  at  the 
Creamery  are  going  out  to  use  it  as  much  as  I  did, 
and  my  radio  during  the  football  season  up  at  the 
house,  and  maybe  the  [2554]  Company  ought  to  pay 
for  it."  I  just  laughed  about  it.  I  mean,  that  is 
l)roba])ly  the  only  time  in  the  whole  history  that  I 
even  made  such  a  remark  about  any  item. 

Mr.  Griffin:    Let  me  see  214- A,  please. 

(Whereupon,    exhibit    was    handed    to    Mr. 
Griffin  by  the  Clerk.) 

Q.  (By  Mr.  Griffin)  :  You  have  heard  the  testi- 
mony in  this  case  al^out  a  check  of  R.  L.  Stephen- 
son, $18,859.50,  have  you?  A.     Yes. 

Q.  In  that  approximate  amount.  When  was  the 
first  time  that  .you  ever  heard  of  that  Stephenson 
transaction  on  the  books  in  reference  to  the  books 
of  the  Issaquah  Creamery? 

A.  After  the  investigation  started  and  Mr. 
Tremper's  office  and  accountants  went  through  all 
our  books,  one  evening,  I  think  it  must  have  been 
sometime  in,  probably  in  May  of  1950,  Mr.  Erick- 
son came  up  to  the  house  and  he  told  me  that  Mr. 
Gorans  was  down  there  all  that  day  and  went  over 
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some  of  the  stuff,  and  he  said  he  told  Mr.  Gorans 

Mr.  Moriarty:    This  is  hearsay. 

I  object  to  this  as  hearsay.  [2555] 

The  Court:  Are  you  offering  it,  Mr.  Griffin,  for 
any  purpose? 

Mr.  Griffin:  I  am  only  offering  it  for  the  fact 
that  when  he,  the  witness,  first  learned  about  this 
transaction  on  the  books. 

Mr.  Moriarty:  That  question  has  already  been 
answered. 

Q.  (By  Mr.  Griffin)  :  From  whom  did  you  learn 
it?  A.     Mr.  Erickson  told  me. 

Q.  And  did  Mr.  Erickson  tell  you  that — inform 
you  that  prior  to  telling  you  he  had  had  a  talk  with 
Mr.  Gorans  with  reference 

Mr.  Le   Sourd:     Objected  to. 

Mr.  Moriarty:     Objection. 

Mr.  Griffin:  Just  a  minute.  I  am  not  asking  for 
what  was  said. 

Mr.  Le  Sourd:     Objected  to  as  hearsay. 

The  Court:    You  are  just  asking  if  he  told  him? 

Mr.  Griffin:    Yes. 

The  Court:    Objection  overruled. 

A.     He  did. 

Q.  (By  Mr.  Griffin)  :  All  right.  Now,  when  was 
the  first  time  [2556]  also  that  you  heard  or  learned 
that  there  had  been  a  change  in  accounts  payable? 

I  am  referring  to  these  Consolidated  accounts 
payable  that  was  referred  to  here. 

A.     It  was  the  same  evening. 

Q.     It  was  the  same  evening?  A.    Yes. 
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Q.     And  from  whom?  A.     Mr.  Erickson. 

Q.  Mr.  Eppler  testified  that  on  August  15,  1951, 
you  stated  to  him  that  you  had  learned — no, — not 
that  you  had  learned — that  you  stated  to  him  that 
certain  accounts  had  not  gone  through  the  books, 
to-wit:  casein,  gasoline,  and  butter  purchases. 

Mr.  Moriarty:  Is  that  the  correct  date  that  you 
are  referring  to,  1951? 

Mr.  Griffin:    It  should  be  1950,  shouldn't  it? 

Mr.  Brody:     1951. 

Mr.  Griffin :    August  15,  1951. 

Q.  (By  Mr.  Griffin  continuing)  :  Xow,  did  you 
learn  that  those  items  had  not  gone  through  the 
books  imtil  after  your  present  accountants  started 
their  examination? 

A.  That  is  right;  that  is  when  I  learned  about 
it.  [2557] 

Q.  Now,  Mr.  Eppler  testified  that  on  that  oc- 
casion you  said  to  him,  "My  accovmtants  now  say 
that  the  subsidy  checks  must  go  through  the  books." 

Did  you  make  any  such  statement? 

A.  No.  There  was  no — there  was  no  conversa- 
tion on  any  subsidy  checks. 

Q.  When  had  the  subsidy  checks  ceased  as  a 
matter  of  fact,  coming  in  at  all? 

A.  Well,  I — after  that  statement  was  made,  I 
think  we  looked  it  uj)  and  found  out  they  ceased  in 
the  middle  of  1945,  or  1946. 

Q.     1945,  six  years  ])efore;  is  that  right? 

A.     That  is  right. 

Q.     Did  your  salary  change  from  time  to  time? 
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A.     Well,  yes;  I 

Mr.  Moriarty:  (Interposing)  I  think  it  would 
be  immaterial  except  during  the  period  of  the  in- 
vestigation. 

Mr.  Griffin:    That  is  what  I— well 

The  Court:  (Interposing)  Well,  it  is  a  prelim- 
inary question  if  he  desires  to  answer  it. 

The  Court:     Did  you  say  "yes"? 

The   Witness:     Yes,   it   changed. 

Q.  (By  Mr.  Griffin)  :  Did  you  have  any  to  do 
with  the  change  [2558]  or  from  whom  did  you  re- 
ceive information  your  salary  had  been  changed'? 

A.     Hicks  Taylor  told  me  he  changed  it. 

Mr.  Moriarty:  Will  you  tell  what  period  in  1945 
to  1949? 

Q.    (By  Mr.  Griffin):     When  did  he  tell  you? 

A.  He  told  me  in  1940,  when  Alpine  Dairy  vras 
divorced  from  Issaqiuih  Creamery.  He  said  my  sal- 
ary had  been  $24,000  a  year.  I  never  drawed  that 
much  money,  ])ut  he  said  it  would  change  from  $24,- 
000  down  to  $18,000  because  Alpine  Dairy  was 
divorced  from  Issaquah  Creamery. 

Q.  Did  you  have  anything  to  do  about  it  except 
Mr.  Taylor  told  you  that? 

A.     I  didn't  liave  anything  to  do  about  it,  no. 

Q.     Then  was  that  your  saUiry  after  that  time? 

A.     That  is  right. 

The  Court:  O'liis  is  the  salary  from  Issaquah 
for 

Q.    (By  Mr.  Griffin)  :    Salary  from 


A.     (Interx^osing)    Issaquah  Creamery,  yes. 
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Q.     Of  Issaquah  Creamery. 

Did  you  from  time  to  time  talk  with  Mr.  [2559] 
Taylor  as  to  what  you  thought  you  were  worth? 

A.  I  don't  think  I  ever  asked  him  as  long  as  I 
knew  him. 

He  must  have  told  me  about  it  when  he  made 
statements  to  the  ])ank  or  gave  me  statements  to 
give  to  the  bank,  but  I  don't  think  we  ever  had  a 
conversation  to  ask  him  how  much  I  was  worth  that 
I  can  really  recall  anyway.  I  don't  know  why  I 
would. 

Q.  Did  you  ever  give  him  any  statements  of 
your  own,  figuring  what  you  owned — put  it  that 
way? 

A.  Well,  yes,  on  quite  a  few  occasions  during 
the  year,  I  probably  sat  down  a  couple  or  two  times 
a  year  and  taking  a  slip  of  paper  and  marked  down 
certain  interest  or  certain  stock  that  I  had,  and 
then  I  talked  to  him  about  it  and  showed  it  to  him. 

Mr.  Griffin:  Will  you  mark  this  photostat  for 
identification,  please  ? 

The  Clerk:  Defendants'  Exhibit  for  identifica- 
tion No.  A-61  marked  for  identification. 

(Defendants'  Exhibit  No.  A-61  marked  for 
identification.) 

Mr.  Griffin:  I  would  like  to  have  the  original  of 
this  photostat.  [2560] 

Mr.  Patten:  We  have  no  objection  to  the  ])lioto- 
stat.  We  don't  have  it. 

Mr.  Griffin:    What  happened  to  it? 

Mr.  Patten:     We  thought  you  had  it. 
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Mr.  Griffin:  Well,  we  are  just  in  the  position 
of  each  one  thinking  that.  But,  you  saw  that  ? 

Mr.  Patten:  Yes,  we  have  no  objection  to  the 
photostat. 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A-61 
for  identification,  I  will  ask  you  what  that  is? 

A.  That  is  one  of  the  slips,  similar  slips,  I  made 
out  for  my  own  information,  and  to  show  it  to  Mr. 
Taylor  in  my  own  handwriting. 

Q.     Of  your  property,  is  that  right '^ 

A.     That  is  right,  yes. 

Mr.  Moriarty:     And  the  date? 

The  AVitness:     I  think  that  is  January,  1947. 

Mr.  Griffin:    January,  1947. 

Mr.  Le  Sourd :  We  would  like  to  see  the  original 
of  this,  your  Honor,  and  will  object  to  the  photostat 
at  this  time.  If  the  Government  has  the  original, 
they  can  produce  it. 

Mr.  Patten:  We  do  not  have  the  original.  [2561] 
We  have  never  seen  it. 

Mr.  Brody:  I  think  the  original  is  attached  to 
an  affidavit. 

Mr.  Le  Sourd:  I  would  like  to  see  the  original 
l^aper,  if  there  is  such,  to  see  how  it  looks. 

The  Court:  Can  we  have  a  little  more  informa- 
tion?  Is  that  a  document  kept  by  someone? 

The  Witness :    Yes,  I  marked  it  down. 

Mr.  Griffin:  We  thought  that  the  GoA-ornment 
had  tlie  original,  and 

Mr.  Patten:  (Interposing)     No,  a  photostat. 

Mr.  Griffin:  (Continuing)  and  counsel  know 
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we  had  the  original.  As  between  the  two  of  us,  I 

guess  we  have  no  original  at  the  present  time. 

Mr.  Moriarty:    None  that  we  know  of. 

Mr.  Griffin:     And  none  that  we  know  of. 

Mr.  Le  Sourd:  If  the  Court  please,  I  may  say 
in  looking  at  that,  there  is  nothing  on  it  that  would 
indicate  when  it  might  have  l^een  written  up. 

The  Court:     There  is  a  date  on  the  top  of  it. 

Mr.  Le  Sourd:  Yes,  but  that  could  be  written 
at  any  time.  We  would  object  to  it  without  having 
the  original,  and  see  how  the  original  looks  [2562] 
and  what  type  of  paper  it  is  on. 

The  Court:  Does  anyone  know  who  took  the 
i:)hotostat  ? 

(Yf hereupon,  Mr.  Griffin  conferred  with  Mr. 
Brody.) 

Mr.  Griffin:  That  is  the  inquiry  I  am  just  now 
making,  if  the  Court  i^lease.  Royal  Blue  Print  Com- 
pany, Mr.  Brody  says,  made  the  photostat  and  this 
photostat  was  attached  to  an  affidavit  in  this  mat- 
ter as  of  March  5,  1951,  filed  with  the  Government. 

Mr.  Moriarty:  I  understand  the  photostat  is  now 
being  offered.  I  showed  that  to  Mr.  Griffin  to  show 
him  we  only  had  the  photostat. 

I  don't  think  any  reference  to  the  affidavit  at  this 
time  is  proper. 

Mr.  Griffin:    I  was  just  explaining  to  the  Court. 

Mr.  Moriarty:    Excuse  me. 

Mr.  Le  Sourd:  This  affidavit  was  filed  by  the 
defendant  Forster  on  his  behalf? 

Mr.  Griffin:    That  is  correct. 
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The  Court:  I  think  I  might  withhold  ruling  on 
that.  Do  you  wish  to  ask  any  questions  regarding  it  ? 

Mr.  Griffin:  I  will  ask  one  more,  if  the  Court 
please,  because  I  didn't  know  there  was  going  to 
[2563]  be  any  objection. 

Q.  (By  Mr.  Griffin) :  You  stated  that  Exhibit 
A-61  is  in  your  own  handwriting.  At  the  top  is  the 
date  January  4th 

A.     (Interposing)     1947. 

Q.      (Continuing)     January   1,   1947.   About 

when  did  you  jot  down  those  items  that  are  on 
there?  A.     January  1,  1947. 

Q.     And  about  when  did  you  deliver 

Mr.  Griffin:     (Interposing)     Well,  strike  that. 

Q.  (By  Mr.  Griffin  continuing) :  Did  you — what 
did  you  do  with  the — you  said  that  you  did  that 
three  or  four  times  a  year. 

What  did  you  do  with  the  paper  on  which  you 
jotted  these  down,  ordinarily? 

Mr.  Le  Sourd:    Just  a  minute.  I  will  object. 

Mr.  Griffin:  I  will  withdraw  that  and  ask  this 
direct : 

Q.  (By  Mr.  Griffin  continuing)  :  Did  you  deliver 
that  to  Mr.  Taylor? 

A.     I  showed  it  to  him. 

Q.  Do  you  know  where  the  original  of  A-61  is 
[2564]   at  the  present  time? 

A.     I  gave  it  to  Mr.  Brody. 

Q.     To  have  the  photostats  made,  is  that  right? 

A.     That  is  right. 

Mr.  Griffin:     That  com^^letes  my  examination. 
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The  Court:  Is  there  objection  on  the  identifica- 
tion? 

Mr.  Le  Sourd:    It  still  stands,  your  Honor. 

The  Court:     On  the  original? 

Mr.  Le  Sourd:  Yes,  if  they  have  the  original,  I 
think  it  should  be  produced. 

The  Court:  I  assume,  if  they  have  the  original, 
they  will  produce  it. 

Is  that  right,  Mr.  Griffin? 

Mr.  Griffin:  That  is  right.  We  thought  the  Gov- 
ernment had  it. 

The  Court:  I  might  suggest  you  might  make 
some  search,  and  if  you  can't  find  it,  I  am  inclined 
to  believe  the  Court  would  overrule  the  objection 
based  on  the  representation  that  the  original  is  lost. 

Mr.  Griffin :  We  will  have  Mr.  Brody  contact  the 
photostatic  establislunent,  but — just  a  second. 

The  Court :  I  will  withhold  the  ruling  until  that 
check  has  been  made.  [2565] 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  Griffin)  :  In  these  memos  that  you 
made,  did  you — that  you  wrote  down  yourself  to 
show  what  you  had  and  discussed  with  Mr.  Taylor, 
did  you  include  the  account  in  tlic^  198,  National 
Bank  of  Washington? 

A.  Yes,  I  am  positive  I  included  that  and  Peo- 
ples Savings  Account. 

Q.     I  said  National  Bank  of  Washington. 

A.     Washington  State  Bank. 

Q.    Washington  State  Bank. 
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Now,  you  established  a  trust  for  your  children, 
did  you?  A.    Yes. 

Q.    With  whom  did  you  first  discuss  that  matter? 

A.  I  think  the  first  time  I  discussed  it  with  any- 
body was  with  Hicks  Taylor. 

Q.  And  who — the  document  in  evidence  shows 
that  you  named  Hicks  Taylor  as  co-trustee  ? 

A.     That  is  right. 

Q.     Plow  did  you  happen  to  do  that? 

A.  Well,  Hicks  Taylor,  being  more  familiar 
with  my  finances  than  anyone  else,  I  knew  is  the 
reason  I  asked  him  about  it,  and  he  said  he  would 
be  [2566]  glad  to  do  it. 

Q.  Prior  to  the — to  Mr.  Taylor's  own  Indict- 
ment, and  prior  hereto,  who  was  the  designated 
executor  in  your  will? 

A.  Hicks  Taylor  was  executor  of  my  will,  and 
Mrs.  Forster 's. 

Q.     Who  drew  the  original  will,  do  you  know? 

A.     I  think  Hicks  Taylor  drew  the  original  one. 

Q.  In  the  purchase  of  your  interest,  in  your 
purchase  and  interest  of  Alpine  Farms,  from  what 
source  did  you  obtain  the  cash  for  that  purchase? 

A.     You  mean  of  my  farm  property? 

Q.    Apex  Fanns?  A.     Oh,  Apex  Farms. 

Q.  Apex  Farms,  pardon  me.  That  is,  directly, 
did  it  come  from  198? 

A.  I  think  so.  I  asked  Hicks  Taylor  where  to 
make  the  check  out  from  and  I  think  it  came  out 
from  198.   I  am  quite  sure. 

Q.     Now,  until  the  actual  trial  here  with  the  tes- 
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timony,  were  you  aware  that  as  a  corporation,  you 
were  paying  38  percent  and  as  an  individual,  65 
percent  so  far  as  income  tax  was  concerned? 

A.  No,  I  never  knew  what  the  percentage  was 
that  I  paid  tax  on  as  an  individual  or  the  corpo- 
ration. [2567] 

Q.  Now,  at  the  year-end  of  1949,  dealing  with 
the  year-end  return  of  1949,  you  recall  a  conversa- 
tion with  Mr.  Taylor  in  regard  to  the  figures  that 
he  then  had?  A.     Yes. 

Q.  Will  you  state  to  the  Jury  just  what  oc- 
curred so  far  as  you  recall  ? 

A.  I  can't  just  exactly  give  you  the  exact  time 
when  it  happened,  but  Mr.  Taylor  came  out,  and  he 
told  us — he  told  me  what  the  profit  looked  like  for 
1949,  and  I  told  him  that  it  looked  to  me  like  it  was 
'way  out  of  line  with  the  profits  that  we  have  shown 
before,  with  the  same  kind  of  sales,  and  about  the 
same  spread,  or  the  same  gross  profit  that  we  have 
had  before,  and  I  told  him  we  had  better  go  ahead 
and  try  to  take  a  look  at  it  and  see  if  there  was 
any  mistakes  in  there;  if  there  was  something 
wrong  about  it,  because  our  sales  was  just  about  the 
same  as  they  were  the  year  before  and,  in  fact,  I 
think  during  the  month  of  December,  he  said  we 
made  around  $20,000  or  $25,000  and  as  I  remember 
back  in  just  about  the  history  of  the  company  there 
was  never  any  profits  made  in  the  month  of  De- 
cember and  I  couldn't  see  where  it  came  from. 

Our  poor  months  wo  broke  even,  in  [2568]  De- 
cember, January  and  February,  if  we  was  lucky, 
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and  to  show  that  kind  of  profit,  I  told  him  when  he 
got  back  to  his  office,  he  should  try  to  look  at  it  and 
re-figure  it  to  see  if  there  was  a  mistake. 

Q.  Did  you  hear  anything  further  in  regard  to 
that  matter  until  after  this  investigation? 

A.  No.  He  didn't  mention  anything  to  me 
about  it. 

Q.  Did  you  ever  inquire  from  Mr.  Taylor  as  to 
whether  your  bookkeeping  staff  and  set-up  was 
adequate  ? 

A.  Oh,  I  think  I  probably  spoke  to  him  a  few 
different  times. 

Mr.  Moriarty:  The  question  has  been  answered, 
if  the  Court  please.   State  the  years. 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  (Continuing)  Yes,  I  have  talked  to  him  about 
it. 

Mr.  Moriarty:     Will  you  fix  the  time,  please? 

Q.  (By  Mr.  Griffin) :  Could  you  state  in  what 
year,  or  how  long  ago?  [2569] 

A.  Well,  I  talked  to  him  in  1937,  and  on  one 
occasion  that  T  definitely  set  the  year  on,  I  talked 
to  him  in  1946  and  ending  1947  or  1948. 

Q.     What  did  he  say? 

A.  He  said  that  we  was — everything  was  taken 
care  of  well,  and  we  was  getting  along  okeh,  and 
lie  couldn't  see  any  reason  why  we  should  have  ad- 
ditional help.  That  is  why  that  problem  came  in. 
Some  accountants  that  I  knew,  and  two  of  them 
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that  Mr.  Taylor  knew,  wanted  to  sever  their  rela- 
tionships with  the  company,  and  they  came  and 
asked  me  about  it,  and  I  told  them  to  try  and  see 
Mr.  Taylor,  and  he  advised  them  that  everjrthing 
was  under  control,  and  we  didn't  need  any  extra 
help. 

Q.  AYhen  did  you  'first  learn  that  Mr.  Taylor  was 
in  any  trouble  in  his  own  income  tax  returns? 

A.  I  think  it  was  during  1949,  the  year  1949; 
I  am  quite  sure  it  was  during  that  period,  Imt  I 
think  the  Internal  Revenue  asked  us  for  cancelled 
checks  that  we  paid  for  the  salary  paid  to  Mr.  Tay- 
lor and  the  Internal  Revenue  didn't  talk  to  me 
about  it,  but  I  think  they  talked  to  Mr.  Erickson, 
and  wanted  us  to  send  in  the  cancelled  checks  of 
Mr.  Taylor's. 

So,  the  next  time  I  seen  Mr.  Taylor,  I  asked  him 
about  it.  I  said,  ''What  is  this  deal?  [2570]  What 
does  the  Internal  Revenue  want  those  cancelled 
checks  for?" 

And  some  friends  of  mine  that  he  done  work  for, 
the  Internal  Revenue  asked  them  for  cancelled 
checks — Mr.  Perkins  in  the  Interstate  Dairy  Sup- 
ply. I  asked  Mr.  Taylor  "What  is  the  situation  all 
about?"  And  he  said,  ''Oh,  just  give  them  to  them." 
And,  "There  is  really  nothing  to  it.  They  are  just 
a  couple  of  those  fellows  I  stepped  on  their  feet 
and  they  are  trying  to  give  me  a  rough  time."  He 
more  or  less  laughed  it  oif . 

Mr.  Moriarty:    Can  you  fix  the  time? 

Mr.  Griffin :    He  said  in  1949. 
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Mr.  Moriarty:     Sometime  in  1949. 

Q.  (By  Mr.  Griffin)  :  When  did  yon  next  hear 
about  Mr.  Taylor's  own  income  tax  trouble  ? 

A.  Well,  he  never — I  probably  asked  him  a 
couple  of  times  how  it  was  going,  and  he  always 
told  me  he  was  getting  along  all  right,  and  he  defi- 
nitely minimized  it  all  the  time  until  I  heard  over 
the  radio  or  read  in  the  newspaper  that  he  pleaded 
guilty  in  Tacoma. 

Q.  And  then  did  you  have  a  conversation  with 
him?  [2571]  A.    Yes. 

Q.    And  what  was  thaf? 

A.  Oh,  I  had  the  conversation  with  him  that 
was  just  a  short  while  before  Mr.  Taylor  was  sen- 
tenced in  Tacoma  when  we  went  up  to  Conway 
when  I  talked  to  him  about  it.  I  said,  ''What  is 
the  deal?"  What  am  I  going  to  do  to  keep — to 
handle  those  books  of  the  different  companies?" 

And  he  said,  "Well" 

Q.  (Interposing)  Prior  to  that,  did  you  ask  him 
how  your  accounts  were ;  how  your  books  were  ? 

A.  Well,  I  asked  him  at  that  time,  after  that 
situation.  He  said,  "Well,  you  got  nothing  to  worry 
about.  Everything  is  okeh." 

And  I  says,  "Well,  who  is  going  to  take  care 
of  it?" 

Of  course,  he  didn't — at  that  time,  I  don't  think 
felt  that  he  was  going  to  be  convicted,  and  he  said, 
''Well,  thei'e  is  not  much  use  to  try  to  bring  any- 
body else  in.  1  tliiiik  Harold  Erickson  can  take 
care  of  them  and  T  will  take  it  alon^'  to  Pnynlhi]^), 
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or  to  Renton,  or  up  to  Conway,  and  show  him 
around,  and  then  I  think  he  can  handle  the  books 
while  I  am  not  here." 

Q.  Did  he  take  Mr.  Erickson  then  up  to  Con- 
way? [2572] 

A.  Yes,  I  had  Mr.  Erickson  come  along  with 
me,  and  Ave  picked  up  Mr.  Taylor  and  we  went  to 
Conway. 

Q.  Did  you — did  anything  occur  on  that  trip  in 
regard  to  the — in  regard  to  Mr.  Taylor's  situation? 

A.  Well,  that  was  actually  the  first  time  I  ever 
seen  him  quite  despondent  about  the  w^hole  situa- 
tion. He  seemed  to  be  very  much  worried,  and  he 
was  very  downhearted,  and  he  just  felt  like  the 
whole  thing  was  coming  to  an  end,  and  I  never 
seen  him  in  that  frame  of  mind  for  the  whole  20 
years  that  I  knew  him. 

Q.  Did  he  make  any  further  reference  to  your 
books  or  records  as  to  being  correct  or  not? 

A.  Yes,  he  didn't  figure  there  was  anything  for 
me  to  vrorry  a])out,  as  far  as  the  books  was  con- 
cerned. 

Q.  Until  your  present  accountants  started  their 
audit  of  the  books,  did  you  know  that  there  was 
anything  wrong  with  them? 

That  is,  any  understatement  of  income  at  all? 

A.  No,  not  any  time,  until  actually  it  started  in 
in  the  spring  of  1950  that  there  was  anything  wrong 
as  far  as  the  books  w^as  concerned.  [2573] 

Q.  Did  you  ever  make  out  any  income  tax  return 
personally  yourself?  A.     No,  I  never  did. 
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Q.  Who  made  out  all  your  income  tax  returns 
that  were  ever  made  out  for  you  or  Mrs.  Forster  ? 

A.    Hicks  Taylor  did. 

Q.     Or  for  the  children  ?  A.    Hicks  Taylor. 

Q.  Or  for  all  these  corporations  after  you  ac- 
quired an  interest  in  them? 

A.  Well,  Hicks  Taylor  made  out  all  the  income 
tax  returns  for  all  the  companies.  I  think  the  tes- 
timony showed  that  Mr.  Keck  made  out  Apex 
Farms. 

Q.  Outside  of  Apex  Farms,  did  Mr.  Taylor 
make  out  all  the  returns'?  A.     Yes. 

Q.  And  who  made  the  returns  for  the  Trust  that 
you  established  for  the  children? 

A.     Hicks  Taylor  did. 

Q.     Who  kept  the  copies  of  the  returns? 

A.  I  never  seen  any  of  them.  I  guess  Hicks 
Taylor  kept  them  in  his  office. 

Q.     Did  you  ever  have  them  ?  A.     No. 

Q.  When  you  signed  the  return,  will  you  tell 
the  Jury  just  what  occurred?  That  is,  did  you  dis- 
cuss and  examine  the  return,  or  just  how  was  it 
handled  each  time  you  signed  a  return  prepared 
by  Hicks  Taylor? 

A.  On  all  the  occasions  that  I  signed  the  income 
tax  return,  Mr.  Taylor  probal)ly  would  call  me  up 
at  Issaquah,  either  the  day  l^efore  we  would  have 
to  get  it  in,  or  he  would  call  up  and  say  ''T  have 
to  ask  for  an  extension"  and  then  he  would  tell 
Mr.  Erickson  to  make  out  a  check,  and  lie  t(ild  me 
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to    come    in   and   sign   the    returns,    whatever   the 

amount  was. 

I  brought  the  check  along  and  went  into  his 
office  to  sign  it. 

Q.  He  told  you  in  advance  that  the  check  was 
to  go  with  the  return  that  had  to  go  in  about  the 
same  time  it  was  signed! 

A.     That  is  right,  yes. 

Q.  Did  you  examine  the  returns  yourself,  or  did 
you  do  anything  more  than  just  sign  your  name? 

A.  In  fact,  we  actually  never  talked  about  the 
returns  except  the  amount  that  he  told  me  was  the 
cheek  to  bring  in,  whatever  amount  it  was,  and  I 
l^rouglit  the  check  along  avA  maybe  on  some  occa- 
sions that  he  brought  them  out  to  Issaquah  and 
had  me  and  Mrs.  [2575]  Forster  sign,  but  we  never 
talked  about  what  the  income  tax  consisted  of,  what 
it  was  made  up  of. 

Q.  During  all  of  these  years,  did  you  have  com- 
plete trust  and  reliance  on  Mr.  Taylor? 

A.     That  is  right. 

Q.     Did  you  depend  on  him  entirely? 

A.     Entirely. 

Q.  What  was  your  uuderstanding  as  to  the 
checks  put  on  your  desk  that  you  deposited  in  Ac- 
coimt  198  as  to  whether  they  had  been  entered  in 
the  books  or  not? 

A.  I  think  durinc:  the  period  that  happened, 
before  or  after,  there  was  nobody  told  me  that  they 
wasn't  entered  in  the  books. 

Q.     So  far  as  you  wero  concerned,  with  the  book- 
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keeping  department  you  had  and  the  supervision  by 
Mr.  Taylor,  did  you  believe  that  all  entries  were 
properly  made? 

A.  That  is  right.  I  figure  the  whole  bookkeep- 
ing stafiP  under  his  supervision  was  in  tip-top  shape. 
I  never  questioned  it. 

Q.  Did  you  at  any  time  know  or  suspect  until 
after  this  investigation  started,  that  in  your  own 
returns,  those  of  Mrs.  Forster  or  of  the  Issaquah 
Creamery,  that  there  was  any  understatement  of 
income?  [2576] 

A.  No,  not  at  any  time  did  I  ever  figure  we 
wasn't  paying  the  right  tax  until  this  thing  came 
up  and  the  investigation  started. 

Q.  And  did  you  believe  in  each  instance  that 
you  were  paying  the  precise  tax  that  was  actually 
due  the  Government?  A.     That  is  right. 

Q.  Now,  when  you  made — the  record  shows  here 
that  you  from  time  to  time  loaned  various  sums  of 
money  to  both  individuals  and  to  your  own  corpo- 
rations. 

Did — and  you  loaned,  particularly,  from  time  to 
time  to  the  Issaquah  Creamery  Company,  is  that 
right?  A.     That  is  right. 

Q.  Who  handled  those  loans?  Who  prepared 
the  notes  for  them? 

A.  Well,  when  money  was  needed  for  any  pur- 
pose, I  would  ask  Hicks  about  where  I  should  take 
it  from,  and  then  whatever  it  was,  we  made  a  check 
out  from,  and  put  it  into  the  Issaquah  Creamery 
Company  and  Hicks  Taylor  made  out  the  note  and 
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put  the  interest  rate  down,  and  then  at  the  end  of 
the  year,  he  would  tell  Mr.  Erickson  to  make  me 
out  a  check  for  the  [2577]  interest  for  the  amount 
that  I  loaned  the  corporation. 

Q.  AVas  there  any  portion  of  your  financial  af- 
fairs with  Avhich  Mr.  Taylor  was  not  intimately 
familiar  ? 

A.  Well,  I  always  felt  he  knew  more  about  it 
than  I  did. 

Q.  AVas  Mr.  Taylor  aware  of  the  fact  that  you 
purchased  a  farm  and  built  a  barn  and  had  a  ten- 
ant? 

A.  That  is  right.  I  asked  him  about  it  before  I 
bought  the  farm,  and  I  think  the  check  was  made 
out — it  was  an  Alpine  Dairy  check. 

Q.  Did  Mr.  Taylor  know  you  were  a  director  of 
the  Washington  State  Bank? 

A.     That  is  right. 

Q.  Did  Mr.  Taylor  participate  in  your  borrow- 
ings and  loanings  in  regard  to  purchasing  futures 
in  butter? 

A.  Well,  I  couldn't  quite  say  about  that.  The 
actual  transaction  that  got  me  to  buy  some  futures 
in  butter  came  through  Bob  Stephenson,  who  was 
my  butter  broker,  but  I  told  Taylor  about  it.  The 
reason  I  remember  I  told  him,  T  mentioned  Mr. 
^fcDowell  was  the  broker,  and  I  knew  McDoAvell 
was  a  broker  friend  of  Hicks  Taylor,  and  he  said, 
''That  is  nice  to  give  the  [2578]  business  to  Hal." 

So,  I  know  the  conversation. 

Q.     By  the  way,  you  at  one  time  purchased — the 
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record  shows  a  substantial  block  of  war  bonds,  one 
hundred  fifty  thousand  dollars,  I  believe;  is  that 
right?  A.    Yes. 

Q.  Did  Mr.  Taylor  have  anything  to  do  with 
that  transaction? 

A.  Well,  he  told  me  that  these  bonds  could  be 
bought  at  Peoples  Bank. 

Mr.  Moriarty:    What  year? 

Mr.  Griffin:    The  record  shows  the  year. 

Mr.  Moriarty :    Do  you  know  it  ? 

Mr.  Griffin:    I  can  get  it  for  you  in  a  minute. 

The  Court:    We  might  take  a  recess  at  this  time. 

Mr.  Griffin:    There  is  an  exhibit  on  it. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  take  the  recess  for  luncheon. 

The  Court  calls  your  attention  to  the  admonition 
given  on  similar  occasions,  and  asks  that  you  heed 
it  on  this  occasion.  You  may  now  be  excused  until 
1:45.  [2579] 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

The  Court:  It  is  stiynilated  the  Jury  have  left 
the  courtroom? 

Mr.  Moriarty:    Yes,  your  Honor. 

Mr.  Griffin :    Yes,  your  Honor. 

The  Court :    You  may  step  down. 

The  Witness:     Thank  you.  [2580] 

*      *      *      -K-      ■){• 

(Whereupon,  the  Jury  was  returned  to  the 
coTirtroom.) 
The  Court:    Yon  mav  be  seated. 
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It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 

Mr.  Moriarty :    Yes,  your  Honor. 

Mr.  Griffin:    Yes,  your  Honor. 

The  Court :    Mr.  Griffin,  you  may  proceed. 

Q.  (By  Mr.  Griffin)  :  Mr.  Forster,  from  what 
accoimt  did  yoiT  generally  pay  your  personal  bills; 
that  is,  the  [2583]  grocery  bill,  living  and  so  forth; 
how  was  that  paid? 

A.  Mrs.  Forster  paid  it  out  of  her  own  personal 
account. 

Q.     Joint  checking  account,  was  it? 

A.  Yes,  I  don't  think  I  ever  wrote  any  checks 
on  it. 

Q.  And  were  the  doctor  bills  and  dentist  bills 
and  those  things  ordinarily  paid  out  of  that  ac- 
count? A.     That  is  right,  yes. 

Q.  How  did — did  you  carry  any  checkbook  or 
checks  with  you  on  any  account? 

A.  I  carried  one  of  those  pocket  check  books 
from  Peoples  National  Bank  in  Seattle  here  on 
Fourth  Avenue  that  Mr.  Erickson  fixed  up  for  me, 
and  put  Alpine  Dairy  stamp  on  it.  It  is  what  they 
call  a  counter  check  before  it  was  made  up  in  a 
little  book,  and  I  carried  it  in  my  back  pocket. 

Q.     Did  you  use  that? 

A.  Yes,  I  used  it  quite  often.  If  something  came 
up,  T  made  checks  out  on  it  during  my  business 
transactions,  or 

Q.    Is  that  both  business  and  personal? 

A.     That  is  right,  yes. 
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Q.    Did  you  cash  checks  on  it?  [2584] 

A.    Yes. 

Q.  And  did  it  have  a  stub  from  which  you  tore 
the  check? 

A.  That  is  right.  It  had  a  stub  after  I  took  the 
check  off,  and  marked  the  date  and  the  amount  and 
what  it  was  for,  and  then  two  or  three  times  a 
month,  or  when  the  checks  were  out,  whatever  the 
case  would  be,  I  would  turn  the  stubs  over  to  Mr. 
Erickson  or  ask  for  another  book.  I  would  pick 
up  half  a  dozen  at  a  time,  and  give  them  to  Mr. 
Erickson,  and  he  would  put  Alpine  Dairy  stamp 
on  it. 

Q.  Did  Mr.  Taylor  ever  discuss  with  you  as  to 
whether  you  had  a  drawing  account? 

A.  Yes,  we  talked  about  it  (juite  a  few  times. 
I  can  especially  remember  in  1940  when  he  reduced 
my  salary  from  $24,000  a  year  to  eighteen,  he  said, 
''You  have  a  drawing  account  at  x\lpine  Dairy," 
and  I  knew  T  had  a  salary  account.  He  told  me  I 
had  a  salary  account  at  Issaquah. 

Q.  Can  you  state  some  specific  instances  in  con- 
nection with  some  specific  matters  that  you  dis- 
cussed Avith  Mr.  Taylor,  Account  198  in  the  Issa- 
qnah  Bank? 

A.  Well,  I  discussed  198  quite  frequently  with 
him.  T  can  recall  the  purchase  of  Apex  Dairy  and 
Blue  [2585]  Ribbon  Dairy,  where  we  discussed  198, 
and  ho  told  mo  how  much  to  make  the  check  out 
for,  and  where  to  get  it  from,  and  I  can  remember 
loaning  Issaquah  Creamery  fifty  thousand  dollars. 
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and  Hicks  Taylor  made  out  the  note  when  we  ])ur- 

chased  butter. 

I  can  remember  discussins^  with  Mr,  Taylor  when 
we  built  the  Alpine  Ice  Cream  plant  with  Mr. 
Strack  at  that  time  president  of  Peoples  Bank  and 
Mr.  Donaldson  and  Mr.  Taylor  about  taking  a  cer- 
tain amount  of  money  out  of  198  and  putting  it 
into  the  building  account,  and  the  full  amount  was 
discussed  in  198,  the  amount  of  money  we  had  in 
there  at  that  time,  and  that  was  security. 

Peoples  Bank  wanted — not  actual  security, — but 
they  knew  the  money  was  there.  That  is  the  reason 
I  didn't  take  a  mortgage  on  the  Alpine  Ice  Cream 
plant  for  about  $75,000  to  help  build  it.  I  think 
another  occasion  was  when  we  discussed  this  pur- 
chase of  real  estate  from  Cole  Realty  Company 
with  Mr.  Hall  of  the  Washington  State  Bank,  and 
Mr.  Taylor  in  the  Alpine  Dairy  office. 

The  Savings  Account  198  was  discussed  in  that 
conversation. 

Q.  Did  you  consider  198  a  personal  account  or 
a  Inisiness  account?  [2586] 

A.  Well,  as  far  as  198  was  concerned,  it  was 
just  like  any  other  business  account.  If  I  needed 
money  at  Apex  Farms,  or  if  I  needed  money  at 
Alpine  Ice  Cream,  or  Dairy,  or  Issaquah  Creamery, 
that  is  where  the  money  came  from. 

My  salary  checks,  if  there  was  enough  money  in 
the  personal  account  for  Mrs.  Forster,  I  deposited 
my  salary  checks  into  the  savings  account  198. 

Q.     And  in  that  connection,  referring  to  A-61  for 
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identification,  which  is  still  a  photostat,  are  all  the 
items  on  there  and  on  the  memorandum  on  there  in 
your  own  handwriting?  A.    Yes,  they  are. 

Q.  Is  it  your  opinion  then  that  that  is  a  true 
copy  of  the  original  upon  which  you  wrote? 

A.     There  is  no  question  about  it,  yes. 

In  fact,  I  turned  the  original  over  to  Mr.  Brody, 
and  that  is  where  the  photostat  was  made  from,  I 
suppose. 

Mr.  Moriarty:     Is  that  the  one  dated  January 


Mr.  Griffin:     (Interposing)  1947. 

Mr.  Moriarty:     (Continuing)  1947? 

Mr.  Griffin:    Yes,  sir.  [2587] 

Q.  (By  Mr.  Griffin)  :  In  these  various  memo- 
randums of  that  kind  that  you  discussed  with  Mr. 
Taylor,  did  you  put  down  the  Washington  State 
Bank  and  the  amount  you  had  in  there  at  those 
times  ? 

A.  That  is  right;  Washington  State  Bank,  Peo- 
ples, or  whatever  I  figured  I  had  savings,  and  I 
marked  on  those  slips  the  actual  investment  in  the 
different  companies. 

Mr.  Griffin:  I  again  offer  Exhibit  A-61,  if  the 
Court  please. 

Mr.  Le  Sourd:     Same  objection. 

Mr.  Moriarty:    We  have  no  objection. 

The  Court:  In  view  of  the  objection  made  by 
Mr.  LeSourd,  the  Court  believes  that  further  proof 
has  to  be  adduced  before  it  may  be  admissible. 
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Q.  (By  Mr.  Griffin)  :  I  am  now  handing  you 
Exhibit  A-61,  for  the  purpose 

Mr.  Griffin:     (Interposing)  Strike  that. 

Q.  (By  Mr.  Griffin  continuing)  :  Without  re- 
freshing your  recollection,  do  you  know  what  you 
had  in  the  Washington  State  Bank  on  January  1, 
1947? 

I  mean,  in  actual  dollars  and  cents'?  [2588] 

A.     No,  I  wouldn't  know. 

Q.  I  hand  you  Exhibit  A-61,  for  identification, 
and  ask  yoTi  if  that  refreshes  your  recollection  as 
to  the  amount  you  had  in  the  Washington  State 
Bank  on  or  about  January  1,  1947? 

Mr.  Le  Sourd:  If  the  Court  please,  may  I  in- 
quire as  to  that? 

Mr.  Forster,  by  looking  at  that,  can  you  recall 
something  in  your  own  mind  that  you  knew  about 
this  subject;  as  to  the  exact  amount  you  had  in 
there  ? 

The  Witness:  Without  looking  at  this  to  know 
the  exact  amount  I  had  in  there? 

Mr.  Le  Sourd:    Yes. 

The  Witness:  Unless  I  would  take  a  look  at  the 
figure,  I  wouldn't  know. 

Mr.  Le  Sourd:  In  other  words,  you  would  have 
to  read  it  oflE  of  the  exhibit? 

The  Witness:  Either  that,  or  out  of  the  savings 
))ook,  yes. 

Mr.  Le  Sourd:  I  will  object  to  the  use  of  this, 
your  Honor,  with  the  admission  and  on  the  ground 
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it  does  not  refresh  his  recollection  by  simply  read- 
ing the  exhibit  into  evidence. 

The  Court:    I  will  ask  him  the  further  question: 

Do  I  understand,  then,  Mr.  Forster,  that  that 
doesn't — apart  from  reading,  it  doesn't  refresh  your 
recollection  ? 

The  Witness:  Well,  I  knew  that  I  had  some 
money  in  the  Washington  State  Bank.  I  couldn't 
go  ahead  and  give  you  the  exact  hundreds  and 
cents  that  I  had  in  there  January  1,  1947,  unless 
I  read  it.  I  knew  I  had  a  savings  account,  but  as 
to  the  exact  amount,  it  is  impossible  for  me  to 
think  back  seven  years. 

The  Court:  But,  apart  from  that,  you  knew 
you  had 

The  Witness:     (Interposing)  Oh,  definitely,  sure. 

The  Court :    I  might  ask  you : 

Would  you  say  it  was  a  substantial  amount  or 
have  you  any  idea? 

In  other  words,  you  have  some  recollection  of  it 
being  a  substantial  amount  as  distinguished  from  a 
few  dollars? 

The  Witness :  I  knew  I  had  a  substantial  amount 
in  the  Washington  State  Bank,  and  I  knew  I  had  a 
substantial  amount  at  Peoples.  I  tried  to  keep  them 
about  the  same,  and  that  is  what  I  used  the  savings 
account  for,  to  finance  the  different  companies. 

The  Court:    I  will  overrule  the  objection. 

Q.  (By  Mr.  Griffin)  :  What  was  the  amount  on 
January  1,  1947,  in  the  Washington  State  Bank? 

A.     $62,602.02. 
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Q.  And  did  you  discuss  that  item  on  or  about 
that  date  with  Mr.  Taylor? 

A.  I  discussed  all  the  items  on  those  operations 
with  Mr.  Taylor. 

Q.  While  I  am  up  here  with  you,  will  you  look 
at  Exhibit  7,  which  is  the  income  tax  return  of 
Evelyn  Forster  for  the  year  1946?  Do  you  recog- 
nize Mr.  Taylor's  signature  as 

Mr.  Moriarty:  (Interposing)  It  is  not  in  evi- 
dence, Mr.  Griffin. 

Mr.  Griffin:    Sir? 

Mr.  Moriarty:    I  don't  think  that  is  in  evidence. 

Mr.  Griffin :  I  am  sorry.  I  thought  they  were.  Is 
seven  not  in  evidence? 

The  Clerk:    No. 

Mr.  Moriarty:    You  objected  to  them. 

Mr.  Griffin:  I  think  they  are  relevant  now.  I 
will  oifer  them. 

Mr.  Moriarty:    We  have  no  objection.  [2591] 

The  Court:    What  numbers  are  those? 

Mr.  Griffin:    7  and  9. 

Mr.  Maxwell:    7,  8  and  9. 

M7'.  Griffin :    7,  8  and  9. 

Mr.  Le  Sourd:  We  will  object,  if  your  Honor 
please. 

There  is  no  relevancy  shown  as  to  these  returns. 
I  think  one  return  of  Mr.  Forster  was  admitted 
because  it  had  the  breakdown  of  the  detail  of  the 
return  which  showed  the  information  for  his  retuiTi, 
but  there  is  no  relevancy  we  can  see  in  these. 

The  Court:    If  you  wish  to  state  the  purpose? 
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Mr.  Griffin:  I  am  perfectly  willing  to  state  the 
purpose.  I  desire  to  prove  by  this  witness,  and  will 
substantiate  by  other  witnesses  on  Exhibit  7  for 
identification,  which  is  the  income  tax  return  of 
Mrs.  Forster  for  1946  and  Exhibit  9,  the  income  tax 
return  of  Mrs.  Forster  for  the  year  1948,  that  the 
signature  thereon  is  not  the  signature  of  Evelyn 
Forster,  but  her  name  is  signed  by  L.  Hicks  Taylor. 

Mr.  Le  Sourd:  We  still  say  it  is  utterly  irrele- 
vant to  the  case.  No  materiality  whatsoever. 

The  Court:  Similar  to  the  objection  you  [2592] 
have  offered  to  the  other  testimony. 

Mr.  Le  Sourd:  No,  your  Honor,  this  is  irrele- 
vant to  any  issues  in  the  case  that  I  knovv'  of.  It 
has  no  bearing  on  the  tax  evasion  at  all.  It  is  sim- 
ply a  further  attempt  on  the  part  of  the  Defendant 
Forster  to  try  to  prejudice  the  Defendant  Taylor 
in  every  respect  possible,  and  we  object  to  it  on 
that  ground. 

It  is  simply  an  attempt  to  go  off  into  things  that 
have  nothing  to  do  witli  the  actual  issues  presented 
in  the  case.  Just  because  Mr.  Forster  came  in  at 
\W  last  moment  to  sign  these  returns  without  ]Mrs. 
Forster  boiiic;  there,  and  it  became  necessary  for 
someone  to  sign  her  name  has  no  liearing  on  this 
case. 

The  Court:  Well,  T  don't  believe  the  fact  that 
Mr.  Taylor  may  have  signed  the  return,  if  he  did 
so  sign,  would  have  any  bearing  on  the  case  other 
tlian  it  mnv  establish  tliat  Mr.  Taylor  did  handle 
all  the  tnx  returns  and,  T  gather,  it  is  part  of  the 
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theory  of  Mr.  Forster  that  because  of  that,  he  did 

not  know  the  alleged  tax  evasion. 

Mr.  Griffin:    That  is  correct. 

The  Court:  Whether  that  theory  is  accepted  is 
a  matter  for  the  Jury,  and  I  take  it,  if  [2593]  Mr. 
Taylor  has  any  showing  to  make,  he  will  make  his 
showing  when  the  time  comes. 

The  Court  will  overrule  the  objection  and  advise 
the  jury  that  the  fact  these  may  have  been  signed 
by  Mr.  Taylor,  if  it  should  be  so  established  as 
represented  by  counsel,  would  in  and  of  itself  have 
no  bearing  upon  the  case. 

The  Clerk:    7,  8  and  9  are  admitted? 

The  Court:    6  and  8. 

Do  you  also  offer  7? 

Mr.  Griffin :    Yes,  it  is  7,  8  and  9. 

The  Court:    7,  8  and  9  are  admitted  in  evidence. 

(Plaintiff's  Exhibits  Nos.  7,  8  and  9  admitted 
in  evidence.) 

Q.  (By  Mr.  Griffin) :  Mr.  Forster,  are  you 
familiar  with  Mrs.  Forster's  signature? 

A.     That  is  right. 

Q.  Handing  you  Exhibit  7,  I  will  ask  you  if  at 
the  bottom  of  the  i)age  here  are  the  words  '^Signa- 
ture of  taxpayer,"  and  if  that  is  the  signature  of 
your  wife  Evelyn  Forster? 

A.     No,  it  is  Mr.  Taylor's  signature. 

Q.     And  is  the  same  true  of  Exhibit  9?  [2594] 

A.     Yes. 

Mr.  Griffin:    May  I  refer  to  these — to  the  Jury 
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for  one  item,  if  the  Court  please,  on  the  left-hand 

side:  "I  declare" — I  am  reading  from  Exhibit  7, 

first. 

"I  declare  under  the  penalties  of  perjury  that 
this  return,  including  any  accompanying  schedules 
and  statements,  has  been  examined  by  me  and  to 
the  best  of  my  knowledge  and  belief,  is  a  true  and 
correct  and  complete  return." 

Signed,  L.  Hicks  Taylor,  with  the  stamp  that  has 
been  referred  to  heretofore. 

In  Exhibit  9,  the  same  signature,  and  another 
stamp.  The  stamps  are  not  identical  in  form,  but 
are  in  substance. 

On  Exhibit  8,  for  1947,  there  is  no  question.  I 
offered  that  at  the  Government's  suggestion. 

Q.  (By  Mr.  Griffin)  :  Reference  has  been  made 
to  casein.   What  is  casein,  Mr.  Forster? 

A.  Casein  is  a  by-product  that  is  made  out  of 
skim  milk. 

Q.  And  with  reference  to  these  casein  sales  that 
were  [2595]  made  and  you  eventually  found  had 
not  gone  through  the  books  as  you  have  testified, 
what  was  the  nature  of  that  casein  at  tliat  time? 

A.  Well,  casein  is  used  for  a  binder  that  they 
use  mostlv  to  make  glue  with,  and  most  of  the 
casein  that  is  being  used  right  now  is  imported 
from  Argentina,  at  the  present  time,  and  during  the 
period  of  time  of  the  early  1940 's,  when  we  didn't 
have  anv  roller  to  make  roller  powder  skim  milk 
to  soil    U^r  Imman   consumption   and  we  had   skim 
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milk  over,  we  turned  it  into  casein.  That  is  about 
the  only  way  we  could  get  anything  out  of  it,  or 
dump  it  down  the  sewer  or  into  the  creek. 

So,  after  the  fat  were  taken  out,  that  is  the  only 
thing  we  had  left  to  do  Avith  it  until  we  put  our 
roller  process  in  to  sell  roller  powder  milk  powder, 
and  the  market  fluctuated  quite  heavily,  due  to  these 
imports  from,  especially  South  America.  The  price 
might  go  up  to  eighteen  cents  a  2^ound  or  twenty 
cents  a  pound,  and  then  in  a  couple  of  weeks  it 
might  drop  down  to  as  low  as  eight  or  nine.  It  all 
depends  on  what  the  market  reaction  was,  but  it 
was  quite  static.  The  only  time  we  made  casein 
was  during  the  flush  period,  because  that  is  the 
time  we  had  all  of  this  milk  coming  in,  and  what- 
ever [2596]  was  left,  we  turned  into  casein,  and  we 
run  some  of  our  buttermilk  that  came  off  of  the 
churnings  into  casein,  too,  and  during  the  flush 
period  when  we  had  this  milk,  we  naturally  run 
behind. 

Something  like — we  had  to  dry  it  and  we  melt  it 
up  in  small  churns  and  had  to  dry  it  up,  and  some 
of  it  got  moldy  on  us,  and  we  took  around  one 
thousand  sacks  over  to  the  neighbor's  barn,  Albert 
and  Elmer  Anderson.  They  had  an  old  cow  barn, 
and  we  hauled  it  over  there  and  stacked  it  up,  and 
we  submitted  samples  to  Borden's,  and — that  is,  the 
Casein  Company  of  America,  and  to  Adhesive 
Products  Company.  They  were  the  only  two  who 
would  buy  it,  and  they  turned  us  down,  and  we  left 
it  over  there  for  awhile,  and  I  would  say,  maybe 
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six  or  eight  months,  or  longer  than  that.    I  just 

can't  recall  the  period. 

I  know  it  was  past,  quite  past,  the  first  of  the 
year  when  we  had  this  thing  left,  and  having  these 
moldy  spots  in  the  casein,  after  they  told  us  about 
their  examination,  we  didn't  figure  it  was  much  use 
to  carry  it  as  inventory  because  we  didn't  have  any 
sale  for  it,  as  long  as  nobody  bought  it.  And,  there 
was  a  change — I  think  it  was  in  the  spring  of  the 
next  year  there  was  a  change  in  the  tariff,  and  the 
casein  went  up  about  seven  or  eight  [2597]  cents  a 
pound,  and  it  created  quite  a  shortage  in  this  part 
of  the  country  on  it,  and  they  got  ahold  of  me  and 
wondered  if  I  still  had  the  casein,  and  I  told  them 
I  did. 

Q.  Without  any  detail,  you  did  sell  this  old 
casein  that  had  been  taken  out  of  inventory,  to  Bor- 
den's, as  we  have  had  testimony  here? 

A.    Yes. 

Q.  Now,  did  you  have  from  time  to  time,  in- 
surance claims  upon  which  collections  would  be 
made? 

That  is,  damage  claims,  small  ones,  paid  by  in- 
surance ?  A.     Yes. 

Q.  Who  handled  most  of  that  insurance  of  that 
kind? 

A.  Well,  I  would  say  Wayne  Meek  handled  most 
of  it. 

Q.    And  any  burglary  insurance? 

A.  Taylor  Brothers  handled  burglary  insurance 
and  handled  the  bonding  of  the  drivers. 
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Q.     And  fire  insurance? 

A.  I  don't  know  if  Taylor  had  any  fire  insur- 
ance or  not.  I  couldn't  tell  you,  offhand. 

Q.  You  are  familiar  with  these — what  has  been 
called  the  discount  checks  in  evidence  here,  checks 
written  to  people  and  not  cashed,  and  returned  to 
you?  [2598]  A.    Yes. 

Q.     (Continuing)  Which  you  deposited? 

Did  you  ever  discuss  that  operation  with  Mr. 
Taylor? 

A.  Yes,  I  discussed  it  with  him  and  told  him 
the  checks  were  being  sent  to  Issaquah  again  and 
told  him  what  I  was  doing  with  them,  and  he 
didn't  tell  me  not  to  do  it  that  way,  or  give  me  any 
other  information,  and  to  go  ahead  and  not  to 
worry  about  it. 

Q.  In  the  Werner  and  Murphy  transaction,  that 
is  the  one  where  the  witness  has  testified  you  per- 
sonally loaned  some  twenty-five  thousand  dollars,  I 
think,  on  their  operation,  who  handled  the  matter 
of  that  loan  and  making  out  of  the  notes? 

A.    Hicks  Taylor  worked  it  out  with  me  together. 

Q.    When — did  the — at  all  of  the  periods 

Mr.  Griffin:    Strike  that. 

Q.  (By  Mr.  Griffin  continuing) :  Of  what  does 
your  family  consist?  A.     Two  girls  and  a  boy. 

Q.    How  old  is  the  boy?  [2599] 

A.     The  boy  will  be  21  in  July. 

Q.    And  where  is  he? 

A.  He  is  in  the  United  States  Navy  in  the  Med- 
iterranean. 
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Q.    And  are  the  t^YO  girls  married  f 

A.    Yes. 

Q.     They  are  the  two  here  in  the  courtroom? 

A.    Yes. 

Q.  Prior  to  your  son  going  in  the  Navy,  and 
prior  to  the  marriage  of  your  two  girls,  did  they  all 
work  from  time  to  time  in  the  Issaquah  Creamery? 

A.    Yes,  some  of  them  at  Alpine  Dairy. 

Q.  And  did  they  do  the  same  work  that  any 
other  employee  would  do  during  the  time  that  they 
worked  there? 

A.  Yes,  I  am  positive  they  done  as  good  a  job 
or  as  good  as  any  of  the  rest  of  them  did. 

Q.     And  were  they  paid  regular  wages? 

A.     That  is  right. 

Q.  As  any  other  employee  in  that  same  work 
would  have  gotten? 

A.  Well,  they  reminded  me  a  few  times  that 
they  was  earning  more  money  than  certain  people 
that  they  was  working  with,  but  I  think  they  was 
lowest  paid  salary  in  the  company.  [2600] 

Q.  Now,  were  they  continued  on  the  payrolls 
after  they  had  ceased  actual  work  in  the  Creamery 
or  Alpine  Dairy,  whichever  it  may  be  ? 

A.  Well,  they  was  continued  on  the  payroll,  the 
girls  were,  when  they  went  on  the  trip  to  Switzer- 
land in  1947,  from  I  think  they  left  in  August,  1947, 
and  came  back  in  May,  1948. 

But  Hans,  Jr.,  worked  at  the  Creamery  during 
that  period  when  he  didn't  go  to  school,  Saturdays 
or  Simdays,  or  during  the  vacation,  and  we  went 
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ahead  and  took  two  checks  from  the  girls  and  split 
them  up  and  put  them  in  the  savings  accounts,  so 
actually,  Hans,  Jr.,  didn't  get  paid  during  the  pe- 
riod when  the  girls  were  away. 

Q.  But,  so  far  as  the  girls  being  on  the  payroll 
were  concerned,  did  you  discuss  that  matter  with 
Mr.  Taylor? 

A.  I  asked  him  when  we  first  left  what  should 
we  do  about  it,  and  he  said,  "Might  as  well  keep 
them  on." 

Q.  Who  made  out  the  income  tax  return  for 
the  two  girls?  A.     Hicks  Taylor  did. 

Q.     For  that  period?  A.     Yes.  [2601] 

Q.  Mr.  Marx  testified,  I  believe,  in  substance 
that  when  he  first  discussed  the  matter  with  you 
as  to  whether  there  might  or  might  not  be  any 
errors  in  your  books  and  records,  that  you  stated 
if  there  were  it  certainly  would  not  be — Mr.  Taylor 
would  not  be  considered  responsible  if  errors  made. 

Now,  at  the  time  of  that  discussion  with  Mr. 
Marx,  did  you  still  then  have  full  faith  and  confi- 
dence in  Mr.  Taylor?  A.     I  definitely  did. 

Q.  Did  you  go  so  far,  after  his  conviction,  after 
his  plea  and  sentence,  to  talk  with  the  parole  officer 
in  his  behalf? 

Mr.  Moriarty:    Objected  to  as  immaterial. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Griffin) :  When  did  you  cease  to 
have  full  faith  and  confidence  and  then  eventually 
no  confidence  of  any  kind,  if  that  is  the  fact,  with 
Mr.  Taylor? 
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A.  Well,  of  course,  after  this  new  accountant 
started  to  come  into  the  picture  and  everything  just 
started  to  roll  up,  or  roll  up  itself  like  a  snowball 
coming  down  the  hill,  I  got  to  wonder  what  it  was 
all  about  every  time  they  talked  to  me,  the  figure 
got  [2602]  bigger  and  bigger,  and  I  just  was  so  con- 
fused, I  figured  if  Taylor  knew  about  it  before, 
that  he  definitely  would  have  seen  me  straight  on  it. 
He  always  made  me  believe  and  told  me  that  our 
books  was  in  good  shape,  there  was  nothing  to 
worry  about,  even  after  he  was — even  after  his  own 
deal.  I  asked  several  times  about  it,  when  we 
started  discussing  it,  and  he  never  once  even  men- 
tioned to  me  that  there  was  anything  wrong  about 
it. 

Q.  What  was  your — do  you  recall  the  occasion 
of  your  first  meeting  with  Mr.  Eppler? 

A.  Well,  I  remember  the  first  time  I  met  Mr. 
Eppler  was  in  Mr.  Tremper's  office. 

Q.     Was  this  the  meeting  in  August,  1950  ? 

A.     That  is  right. 

Q.  What — do  you  recall  what  Mr.  Eppler 's  in- 
troductory remarks  to  you  were? 

A.  He  said  liis  job  was  to  put  me  in  the  peni- 
tentiary. 

Q.  Is  that  the  first  time  that  you  had  any 
thought  that  anyone  was  making  any  claim  of  ac- 
tual fraud  in  your  income  tax  return? 

A.  That  is  the  first  time  that  anyone  even  men- 
tioned to  me,  the  accountants  or  attorney,  or  the 
first  time  T  lioard  nliout  it.   [2603] 
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Mr.  Griffin:  You  may  inquire,  reserving  fur- 
ther on  the 

The  Court:     (Interposing)     A-61? 

Mr.  Griffin:  A-61,  and  an  original,  if  we  can 
find  it. 

Cross  Examination 

Q.  (By  Mr.  Moriarty)  :  Mr.  Forster,  I  take  it 
that  Mr.  Taylor  was  not  at  Issaquah  every  day? 

A.     No. 

Q.  How  many  days  in  the  month  was  Mr.  For- 
ster at  Issaquah  during  the  period  between  nine- 
teen  

Mr.  Le  Sourd:    Mr.  Taylor,  you  mean. 

Q.  (By  Mr.  Moriarty  continuing)  :  Mr.  Taylor, 
between  1945  and  1949? 

A.  Well,  I  couldn't  tell  you  exactly  how  many 
times  he  was  up  there. 

Q.     How  many  times  a  month? 

A.  I  couldn't  tell  you  exactly  how  many  times 
a  month.  He  had  a  summer  place  up  at  Lake  Mac- 
Donald. 

Q.     I  am  asking  about  Issaquah  Creamery. 

A.  Yes,  I  am  trying  to  tell  you  about  Issaquah 
Creamery.  He  at  least  would  come  once  a  month, 
or  stop  by  on  the  way  from  Seattle  to  Lake  Mac- 
Donald  [2604]  to  talk  to  me  or  to  Mr.  Erickson, 

Q.  How  many  times  a  month  did  he  come  on  an 
official  visitation  to  the  office? 

A.  As  far  as  I  was  concerned,  there  wasn't  any 
official  visitation.   Taylor  was  not  only  our  account- 
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ant,   he  was   a  friend   of  the   whole   outfit   there. 

Everybody  considered  him  so. 

Q.  Who  kept  the  books  at  Issaquah,  month  to 
month  ? 

A.  Well,  there  was  several  people  in  there  han- 
dled it.  Mr.  Erickson  was  in  charge  of  the  office 
under  Hicks  Taylor's  supervision. 

Q.  When  Mr.  Taylor  wasn't  there,  who  discussed 
the  books  with  you? 

A.  When  Mr.  Taylor  wasn't  there,  there  wasn't 
any  books  discussed. 

Q.  You  mean  that  it  went  from  the  first  of  the 
month  until  Mr.  Taylor's  visit  that  there  wasn't 
any  discussion  of  the  books'? 

A.  I  never  discussed  the  books  with  anybody 
except  Mr.  Taylor. 

Q.     Did  you  discuss  them  with  Mr.  Erickson? 

A.  T  never  discussed  any  part  of  the  books  with 
Mr.  Erickson.  That  part  didn't  have  anything  to 
do  v'ltli  mo.  [2605] 

Q.  Did  yon  discuss  the  question  of  whether  an 
account  wns;  current  or  not  current? 

A.  He  didn't  handle — ^Mr.  Erickson  didn't  han- 
dle the  collections. 

O.     Wliorlirl?  A.     Miss  Neukirchen. 

O.     ]\Tiss  Neukirchen?  A.     That  is  right. 

Q.     Wns  sho  under  Mr.  Erickson?  A.    Yes. 

Q.     Did  sh'^  report  to  you,  also? 

A.  The  oulv  tirno  she  reported  to  me,  when  an 
account  ccof  iiito  arrears  so  T  go  ahead  and  jack 
tlifin  vn  nuTl  ^^-ee  if  thev  cnu't  2:et  current. 
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Q.  And  you  had  instructions  to  her  to  report  to 
you  if  some  account  was  delinquent  or  stale? 

A.  Well,  it  is  like  I  mentioned  before  on  those 
larger  accounts  I  handled  it  myself. 

I  didn't  only  handle  the  sales,  but  I  seen  to  it 
that  the  money  came  in. 

Q.  And  then,  at  the  end  of  each  month,  what 
did  you  get  from  Mr.  Taylor? 

A.  At  the  end  of  each  month,  probably  not  every 
month,  but  most  months,  he  sent  me  out  a  profit  and 
loss  statement.  [2606] 

Q.  And  who  x^repared  the  data  upon  which  the 
profit  and  loss  statement  was  made? 

x\.     Well,  I  would  say  the  whole  office  did. 

Q.  Who  did  you  look  to  to  prepare  the  data  for 
Mr.  Taylor? 

A.  I  didn't  look  to  anybody.  I  looked  to  Mr. 
Taylor  to  see  he  got  me  the  statement. 

Who  he  made  responsible,  I  didn't  care  who. 

Q.     Mr.  Erickson  had  an  office  next  to  yours? 

A.  Mr.  Erickson  definitely  didn't  work  under 
my  supervision  or  my  instructions,  not  any  differ- 
ent than  any  one  of  the  people  at  Simonson  and 
Forster,  or  Renton,  or  Finstad,  or  Apex  Farms,  or 
Alpine;  none  of  those  people  worked  under  my  in- 
structions. 

Q.     They  were  working  for  you,  weren't  they? 

A.  Well,  they  definitely  worked  for  me,  all  of 
them. 

Q.    And  you  were  making  the  profit? 
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A.  If  there  was  any  made,  that  is  right,  and 
they  kept  their  jobs. 

Q.  And  Mr.  Taylor's  visitation  each  month  was 
for  what  purpose? 

A.  To  show  me  how  the  different  operations  was 
[2607]  going  along. 

Q.  Well,  tell  the  Jury  what  he  did  on  a  typical 
visit ;  tell  the  jury. 

A.  TTell,  Mr.  Taylor  would  come  out  most  of 
the  time  on  a  Saturday,  and  then  he — into  a — the 
office  is  cut  in  about  one-third  and  two-thirds,  and 
one-third  of  it  is  two  private  offices;  one  of  them 
is  Mr.  Erickson's,  and  another  one  was  mine,  and 
then  the  other  two-thirds  part,  there  is  four  desks. 
At  that  time,  we  had  three  girls,  and  then  there  was 
one  desk  that  was  open,  and  Taylor  would  come 
out  about  9:30  or  10:00  o'clock,  and  he  would  oc- 
cupy one  of  those  desks,  and  then  he  worked  back 
and  forth,  and  worked  with  Erickson,  and  imtil 
Mrs.  Forster  called  and  told  me  lunch  was  ready, 
then  I  took  Taylor  and  took  him  home  and  we  had 
lunch  with  the  family,  and  two  o'clock,  I  brought 
him  back,  and  then  he  probably  worked  another 
hour  and  a  half  or  maybe  two  hours,  it  all  depends 
on  how  much  work  he  has,  and  when  he  got  through, 
he  gave  me  some  kind  of  an  idea  how  we  done  the 
month  before.  Most  of  the  time,  it  was  the  last 
Saturday  of  the  month  that  he  came  out,  and  he 
gave  me  some  kind  of  a  rough  idea  of  the — how  the 
operation  looked  for  the  previous  month.  [2608] 
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Q.  Where  would  Mr.  Taylor  get  this  inforrma- 
tion? 

A.  I  suppose  he  got  it  from  the  books  and  rec- 
ords of  the  Issaquah  Creamery. 

Q.  You  mean,  he  actually  went  through  all  of 
the  books  on  that  visit? 

A.  Well,  you  ask  Hicks  Taylor.  I  couldn't  tell 
you.  I  told  you  I  didn't  know  anything  about  it, 
and  he  had  a  bunch  of  books  in  front  of  him  and 
found  figures  out.   I  couldn't  tell  you. 

Q.  But  you  wanted  to  know,  at  the  end  of  the 
month,  if  you  made  any  money? 

A.     That  is  correct. 

Q.  And  he  would  show  you — what  would  he 
show  you? 

A.  He  would  show  me  whether  we  made  money 
or  lost  money. 

Q.  What  would  he  show  you,  the  number  of 
sales? 

A.  That  is  right,  yes.  That  is  part  of  the  state- 
ment. 

Q.     The  payrolls? 

A.  Well,  he  showed  me  plant  overhead,  how 
much  we  paid  for  wages. 

Q.     And  you  discussed  those  with  him?  [2609] 

A.  Well,  he  showed  me  plant  overhead,  how 
mur-h  we  paid  for  wages. 

Q.     And  you  discussed  those  with  him? 

A.  T  don't  think  so.  We  maybe  discussed  the 
sales  when — after  he  sent  me  the  statement  out  evi- 
dencing a  certain  profit  in  it.  We  probably  dis- 
cussed the  sales. 
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Q.  Well,  were  there  many  losses  in  the  opera- 
tions? 

A.  Oh,  we  had  some  losses  just  like  any  other 
business. 

Q.  In  the  years  1945  to  1949,  were  there  any 
losses  *? 

A.  There  may  have  been  some  months  that  there 
were  losses.  I  couldn't  tell  you  unless  you  show  me 
the  statement. 

Q.  "What  did  he  do  for  you  at  Finstad  and 
Utgard?  A.     The  same  thing. 

Q.     Did  you  go  out  with  him  then? 

A.  I  have  picked  him  up  most  of  the  time,  I 
would  say. 

Q.  You  don't  say  that  Mr.  Taylor  kept  the  books 
at  Finstad  and  Utgard,  do  you? 

A.  I  don't  know  what  he  did.  He  supervised 
the  books.  [2610] 

Q.     Did  he  make  the  entries  in  the  books? 

A.  He  went  up  there  and  worked  in  the  office 
while  Mr.  Egeness  was  in  the  plant. 

Q.  Did  you  see  Mr.  Taylor  make  any  entries  in 
the  books? 

Mr.  Keesling:  If  the  Court  please,  I  would  like 
to  know  what  he  means  by  the  books. 

Mr.  Moriarty:  Well,  they  are  right  here,  if  you 
want  to  know. 

Mr.  Keesling:  Does  he  mean  the  books  kept  by 
Mr.  Taylor  or  at  Conway? 

Mr.  Moriarty:  In  the  books  of  Issaquah  Cream- 
ery. 


United  States  of  America  997 

(Testimony  of  Hans  Forster.) 

Mr.  Griffin:  Just  a  moment;  we  were  talking 
about  Finstad  and  Utgard,  of  which  Taylor  had 
the  ledger. 

Q.  (By  Mr.  Moriarty  continuing)  :  All  right, 
the  books  at  Finstad  and  Utgard  that  Taylor  didn't 
have  ? 

A.  I  don't  know  which  books  he  had  and  didn't 
have.  But  if  we  went  to  Issaquah,  I  definitely  seen 
him  work — at  Puyallup,  or  Finstad  and  Utgard, 
that  is  what  he  done.  He  wrote  figures  down. 

Q.    You  saw  him  write  figures  down  in  books? 

A.  Yes,  definitely,  at  all  the  places  he  wrote  fig- 
ures [2611]  down.  Which  book  he  wrote  them  down, 
I  don't  know. 

Q.     And  you  saw  him?  A.    Yes,  definitely. 

Q.     Did  you  discuss  what  he  was  doing? 

A.     No,  of  course  not. 

Q.  You  were  interested  in  the  profits  at  Finstad 
and  Utgard,  weren't  you? 

A.  That  is  right;  I  was  interested  in  all  of  the 
profits  at  all  of  the  plants. 

Q.     And  also  Simonson  and  Forster? 

A.     Correct. 

Q.     And  also  Apex  Farms? 

A.     That  is  correct. 

Q.     And  also  at  the  Arctic  Gardens? 

A.  You  mean  if  I  was — if  I  was  interested  in 
the  profits? 

Q.    Yes. 

A.  I  was  interested  in  both  the  profits  and  the 
losses. 
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Q.     Now,  in  each  month,  you  got  a  statement? 

A.     That  is  correct. 

Q.  And  each  month,  that  showed  you  what  the 
operation  of  the  business  was? 

A.     That  is  right.  [2612] 

Q.    And  you  discussed  them  with  Mr.  Taylor? 

A.  I  discussed  them  after  he  sent  the  statement, 
with  both  of  them. 

Q.    But  you  yourself  never  looked  at  the  books'? 

A.     Never  looked  at  the  books. 

Q.    And  you,  yourself,  never  made  an  entry? 

A.    No. 

Q.  Handing  you,  Mr.  Forster,  Plaintiff's  Ex- 
hibit 126,  which  is  a  financial  statement  dated  De- 
cember 31,  1943,  and  bears  your  personal  signa- 
ture, I  will  ask  you  if  you  recall  seeing  that? 

A.     Yes,  I  am  sure  that  is  my  signature. 

Q.  And,  calling  your  attention,  Mr.  Forster,  to 
the  net  worth  set  down  as  of  Decem]:)er  31,  1943,  I 
mil  ask  you  to  read  to  the  Jury  what  figure  is 
recorded  there  under  your  signature. 

A.     $236,457.19. 

Q.    As  of  December  31,  1943? 

A.     December  31,  1943 ;  yes,  sir. 

Q.     And  that  has  your  signature  on  it? 

A.     That  is  right. 

Q.     And  you  signed  that  ? 

A.     That  is  right. 

Q.     And  affirmed  that  it  was  true?  [2613] 

A.  Well,  T  figured  it  was  true.  Taylor  gave  it 
to  me.   Tie  made  it  out.    That  is  all  I  can  tell  you. 
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Q.  You  can  read  it.  That  was  a  simple  state- 
ment. A.     I  did  what? 

Q.  You  can  read  the  statement  in  a  very  few 
minutes  ? 

A.     I  can  read  what  it  says  in  it,  yes. 

Q.  Now,  will  you  read  what  it  says  on  Exhibit 
125,  which  is  dated  September  30,  1945,  and  exam- 
ine that  and  tell  the  Jury  what  your  net  worth  was 
on  September  30,  1945,  according  to  that  statement? 

A.  According  to  this  statement,  net  worth  was 
$426,862.02. 

Q.  So  that  in  the  period  between  January  1, 
1944,  and  September  30,  1945,  your  net  worth  had 
increased  approximately  $200,000? 

Mr.  Griffin:  Just  a  moment.  I  understood  the 
other  document  was  1943. 

Mr.  Moriarty:  January  1,  1944,  for  December 
31,  1943.  This  is  September  30,  1945,  about  18  or 
nineteen  months  later. 

Q.  (By  Mr.  Moriarty  continuing)  :  Now,  I  ask 
you  if  that  [2614]  statement  does  not  show  that 
your  assets  and  net  worth  had  increased  $200,000 
in  that  period? 

A.     That  is  what  it  says,  yes. 

Q.     Did  you 

A.  (Interposing)  I  think  that  is  the  difference. 
It  is  one  hundred  thousand. 

Q.  You  realize  on  September  30,  1945,  that  in 
that  short  jjeriod  you  had  increased  your  assets 
$200,000? 

A.     I  never  paid  any  attention  to  the  statement 
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under  net  worth.   Actually,  I  didn't  know  anything 

about  it  until  this  thing  came  out. 

Q.    Well,  you  gave  that  to  the  bank? 

A.  Well,  he  probably  gave  it  to  the  bank,  and 
they  called  me  in  there  and  told  me  to  put  my  name 
on  it. 

Q.     But  you  signed  your  name  to  it? 

A.     That  is  right. 

Q.    You  believed  it  to  be  true,  didn't  you? 

A.  Well,  if  they  want  to  give  me  the  statement, 
I  definitely  believe  in  Hicks  Taylor  giving  me  the 
right  figures  and  facts. 

Q.  Mr.  Taylor's  name  is  not  on  it;  your  name 
is  on  it,  Mr.  Forster? 

A.  You  just  don't  know  the  close  co-operation 
there  [2615]  was  between  Hicks  Taylor  and  my- 
self, or  otherwise,  you  wouldn't  ask  me  the  ques- 
tion. 

Q.  You  asked  Hicks  Taylor  any  time  you  had 
any  question  about  whether  or  not  it  could  be  de- 
ducted, didn't  you? 

A.  I  never  asked  Hicks  Taylor  any  time  whether 
it  could  be  deducted. 

Q.  Wlien  your  daughters  were  in  Europe  you 
asked  whether  they  could  be  on  the  payroll? 

A.  That  is  the  only  time  I  asked  him  if  we  had 
to  keep  on  continuing  the  checks.  That  is  the  only 
time  I  ever  asked  him  about  anything  and  as  far 
as  the  statement  was  concerned,  unless  the  state- 
ment was  off — if  T  figured  the  statement  was  off 
on  the  profit  and  loss,  I  would  talk  to  him  about  it. 
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Q.     You  did  that  in  lato  1949,  didn't  you? 

A.     That  is  correct. 

Q.  And  that  was  a  meeting  between  you  and 
Erickson  and  Taylor? 

A.  It  wasn't  a  meeting.  Hicks  Taylor  was  out 
there,  and  we  was — him  and  I  was  talking  about 
it  in  the  office.  I  don't  know  if  Taylor — if  Erick- 
son was  present  or  not.  He  was  in  the  office,  of 
course,  and  maybe  in  my  office. 

Q.  What  made  you  so  irritated  at  eighty  thou- 
sand dollars  being  shown  there  as  a  profit?  [2616] 

A.  Those  are  sales.  So  far  as  the  way  I  tried  to 
figure  out  my  profit  and  loss  without  the  state- 
ment, it  was 

Q.     (Interposing)     You  did  that  in  your  head? 

Mr.  Griffin:  Just  a  moment.  I  submit  the  wit- 
ness be  entitled  to  answer  the  question. 

Mr.  Moriarty:  I  would  like  him  to  answer  my 
question. 

The  Witness:    I  try  to  do  it. 

The  Court:    Just  a  moment. 

The  Witness:     All  right. 

The  Court:    Mr.  Reporter,  read  the  question. 

If  you  wish  to  make  any  explanation  after  you 
have  answered,  you  may. 

(Whereupon,  the  following  question  was  read 
by  the  reporter:) 

"Q.  What  made  you  so  irritated  at  eighty  thous- 
and dollars  being  shown  there  as  a  profit?" 

The  Witness:     You  want  me  to  answer  it? 

Mr.  Moriarty:    Yes. 
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A.  I  \Yasn't  irritated.  I  told  him  that  statement 
was  wrong. 

Q.  Why  did  you  say  that,  you  hadn't  looked 
[2617]  at  the  books? 

A.  When  I  told  him  about  it,  he  didn't  give  me 
the  statement.  He  told  me  the  profit  there  was  in 
1949. 

Q.     And  what 

Mr.  Griffin:    (Interposing)    Just 


Mr.  Moriarty:     Has  he  completed  his  answer? 

Mr.  Griffin:    No,  he  has  not. 

The  Witness :    No,  I  am  not  through. 

A.  (Continuing)  And  I  told  him  to  check  the 
sales.  We  checked  over  the  sales  and  our  sales  was 
within  four  percent  or  five  percent  it  was  the  year 
before,  and  we  check  over  our  wages,  and  we 
checked  over  our  other  operating  expenses  and  our 
percentage  of  gross  profit  ran  all  along  between 
11/4  and  2%  percent  and  that  statement  showed 
about  6  percent  and  there  never  was  at  any  time 
that  we  showed  that  kind  of  a  profit  any  place,  and 
it  just  couldn't  be  done.  It  was  'way  out  of  line. 

Q.  (By  Mr.  Moriarty) :  With  what  were  you 
checking  ? 

A.     I  checked  against  the  sales. 

Q.     Where  were  you  checking? 

A.     Taylor  gave  me  the  sales. 

Q.     Who?  A.     Taylor  did.  [2618] 

Q.  When  he  gave  you  the  sales,  it  showed  eighty 
thousand  dollars  profit? 
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A.  No,  it  was  eighty  thousand  dollars  more  than 
the  previous  year. 

Q.     What  were  you  checking  against? 

A.    Against  his  own  figures. 

Q.     Where  were  they*? 

A.  Well,  he  brought  them  along.  We  talked 
about  it. 

Q.     You  mean  sales  for  1948? 

A.     That  is  right. 

Q.  So  there  was  a  discussion  between  you  and 
Taylor  and  Eriekson  at  least  in  1949  where  you 
did  discuss  the  figures  on  the  books! 

A.  That  is  correct.  We  didn't  discuss  the  figures 
on  the  books.  We  discussed  the  profit  and  loss  for 
the  year  1949  and  discussed  the  profit  and  loss  for 
the  month  of  December. 

Q.  Why  would  the  month  of  December  make 
nnich  difference  in  the  whole  year,  when  those  were 
the  slack  months? 

A.  It  made  a  big  difference  to  us,  because  he 
showed  twenty  thousand  dollars  profit,  and  we  never 
made  a  profit  in  that  month  before. 

Q,  I  understood  your  question  that  the  big 
[2619]  months  were  before  the  fall  and  the  slim 
months  were  in  the  fall  ?  A.     Correct. 

Q.  So  that  most  of  the  profits  for  1949  must  have 
been  made  in  earlier  1949? 

A.  Some  of  it  was,  but  he  showed  profits  even 
as  far  as  December  was  concerned. 

Q.  Did  you  discuss  it  also  with  Eriekson?  He 
was  there? 
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A.  I  don't  know  if  Erickson  came  to  the  office, 
or  not.  We  discussed  general  operations  together. 

Q.  I  am  talking  about  this  time  that  you  men- 
tioned in  your  direct  testimony  here  you  told  him 
that  it  was  all  out  of  line. 

A.     That  is  right. 

Q.     How  much  was  it  out  of  line  ? 

A.  I  just  got  done  telling  you  that  our  gross 
profit  from  those  sales  showed  between  2  and  21/2 
and  sometimes  at  the  most  about  2%  percent. 

Q.     Those  exhibits 

Mr.  Griffin:  (Interposing)  Would  you  permit 
him  to  complete  his  answer,  Mr.  Moriarty*? 

Mr.  Moriarty :  Surely,  I  will  permit  him  to  com- 
plete his  answer.  [2620] 

Mr.  Griffin:     All  right. 

The  Court:    Have  you  completed? 

The  Witness:     No. 

A.  (Continuing)  That  is  the  reason  I  called  his 
attention  to  it.  It  was  about  three  times  as  much. 

Q.  (By  Mr.  Moriarty)  :  In  those  two  statements 
that  you  signed  your  name  to,  you  showed  you 
made  $200,000  in  the  period  of  about  20  months? 

A.  I  don't  know  what  this  consists  of.  When 
Taylor  and  I  talked  together,  that  was  the  state- 
ment of  Issaquah  Creamery  Company  and  didn't 
have  anything  to  do  with  Alpine  Ice  Cream — Dairy 
or  Alpine  Ice  Cream,  or  any  of  my  other  holdings. 

Q.  Take  those  two  exhibits  and  tell  the  Jury 
what  you  don't  understand  about  any  one  of  them. 

A.    Well,  it  says  here,  "Financial  statement  of 
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Hans  Forster,"  but  what  you  discussed  before  was 

the  profits  of  Issaquah  Creamery. 

Q.     Wait  a  minute,  now. 

A.     All  right. 

Q.  Do  you  want  to  go  back  to  the  profits  of 
Issaquah  Creamery? 

A.     It  all  depends  on  you.  [2621] 

Q.  I  am  asking  you  what  in  those  two  state- 
ments don't  you  understand? 

A.  I  know  that  Taylor  put  them  together  and 
sent  them  to  the  bank,  and  I  signed  it.  That  is  all 
I  know.  Where  he  got  the  figures,  I  wouldn't  know. 

Q.     You  never  asked  him? 

A.    I  never  asked  him. 

Q.     But  in  1949,  you  did  ask? 

A.  That  w^as  an  individual  statement  of  one  in- 
dividual operation  and  w^e  talked  about  it.  We  never 
discussed  the  net  worth  of  all  the  different  opera- 
tions together. 

Q.  I  am  interested  in  finding  out  how  long  this 
discussion  took,  and  w^iat  Taylor  said,  and  what 
Erickson  said,  and  what  you  said.  Will  you  tell  the 
Jury? 

A.  I  don't  know  if  Erickson  even  entered  into 
the  discussion  or  not.  I  can't  tell  you,  but  Taylor 
gave  the  profits  for  the  year,  and  for  the  month  of 
December,  and  gave  me  the  sales,  and  I  told  him 
that  the  profits  was  out  of  line,  was  out  of  line 
with  the  gross  profits  that  we  have  ever  made  on 
the  same  amount  of  sales.  Our  operation  from  a 
profit  and  loss  standpoint  doesn't  change  very  much. 
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You  don't  make  6%  percent  off  of  the  gross  one 
month  [2622]  and  make  two  and  one-half  percent 
gross  the  next  month. 

Q.  And  that  would  depend  on  what  your  volume 
was,  wouldn't  it? 

A.  I  am  talking  about  the  same  volume,  too.  If 
the  volmne  is  the  same,  if  our  wages  and  labor  is 
about  the  same,  and  buying  iirices  to  the  producers 
is  about  the  same,  I  could  figure  it  out  in  my  head 
probably  as  close  as  some  of  his  figures  came. 

Q.  What  prompted  you  in  the  fall  of  1949  to  de- 
cide that  Taylor  was  out  of  line? 

A.  Well,  I  don't  know.  I  just  have  to  repeat  it 
again. 

Q.     All  right,  repeat  it. 

A.  I  told  you  that  the  profit  was  about  three 
times  as  much  as  it  was  the  year  before,  and  he 
gave  me  the  sales  figure  from  the  year  before,  and 
we  went  over  the  P.  and  L.  statement  and  the  profit 
was  three  times  as  much,  and  I  told  him  it  didn't 
look  like  it  was  possible,  and  I  told  him,  "I  don't 
know  how  it  could  be  done." 

Q.  Handing  you  what  has  been  marked  as  Plain- 
tiff's Exhi])it  124,  which  also  bears  your  signature 
and  is  dated  March  31,  1947,  I  will  ask  you  what 
your  net  worth  shows  on  that  report  over  your 
signature?  A.     $686,157.28.  [2623] 

Q.     And  that  was  at  the  end  of 

A.     (Interposing)     March  31,  1947. 

Q.    As  of  December  31,  1947? 

A.     Tliat  is  right. 
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Q.  And  that  shows  an  increase  of  another  two 
hundred  thousand  dollars  from  the  previous  state- 
ment I  showed  you?  A.    426  to  686. 

Q.  Handing  you  what  is  marked  as  Exhibit  123, 
which  is  dated  February  29,  1948,  and  over  your 
signature,  I  will  ask  you  what  that  shows  in  your 
increase  in  net  worth?  A.    $755,512.22. 

Q.  And  that  shows  an  increase  from  the  previ- 
ous year  of  $175,000,  doesn't  it? 

A.     I  wouldn't  think  so. 

Q.     Well,  how  much? 

A.  686  against  755.  That  looks  to  me  that  it  is 
closer  to  seventy  thousand. 

Q.     Seventy  thousand? 

A.     Seventy  thousand,  yes. 

Q.     Thanks  for  the  correction. 

A.     You're  welcome. 

The  Court:  We  will  take  the  recess  now,  Mr. 
Moriarty.  [2624] 

Mr.  Moriarty:    Yes,  sir. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

It  is  now  time  for  the  afternoon  recess. 

The  Court  calls  your  attention  to  the  admonition 
given  on  similar  occasions,  and  asks  that  you  heed 
it  on  this  occasion. 

(Whereupon,  the  Jury  retired  from  the  court- 
room.) 

(Whereupon,  at  2 :47  o'clock  p.m.  a  recess  was 
had  in  the  within-entitled  and  munbered  cause 
until  3 :00  o'clock  p.m.  March  30,  1954,  at  which 
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time,  comisel  and  defendants  heretofore  noted 
being  present,  the  following  proceedings  were 
had,  to- wit:) 
The  Court :    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court :    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 
Mr.  Griffui :    Yes,  your  Honor. 
Mr.  Moriarty :    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Moriarty. 
Mr.  Moriarty:     Thank  you,  your  Honor.   [2625] 
Would  you  read  the  last  question? 
The  Court :    Mr.  Reporter,  read  the  last  question. 
(Whereupon,  the  following  was  read  by  the 
reporter : 
"Q.    And  that  shows  an  increase  from  the  pre- 
vious year  of  $175,000,  doesn't  it? 
'*A.     I  wouldn't  think  so. 
"Q.     Well,  how  much? 

"A.     686  against  755.  That  looks  to  me  that  it  is 
closer  to  seventy  thousand, 
''Q.     Seventy  thousand? 
"A.     Seventy  thousand,  yes. 
"Q.     Thanks  for  the  correction. 
"A.     You're  welcome.") 

Q.  (By  Mr  Moriarty) :  Mr.  Forster,  handing 
you  Plaintiff's  Exhibit  121,  which  is  your  financial 
statement  for  December  31,  1949.  I  will  ask  you  if 
that  is  your  signature?  A.     That  is  right. 
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Q.  Is  there  anything-  on  that  statement  that  you 
don't  understand  ? 

A.    Well,  there  are  a  lot  of  figures  on  here. 

Q.    You  understand  figures,  don't  you?  [2626] 

A.     Well,  I  can  read  those  figures,  yes. 

Q.  Will  you  tell  the  Jury  what  your  net  worth, 
as  shown  over  your  signature,  was  on  December  31, 
1949?  A.     $681,761.62. 

Q.     Isn't  that  $781,761.22? 

A.  Somebody  added  another  figure  on  that.  They 
put  a  "7"  over  the  "6",  and  they  put  a 

Q.  (Interposing)  Do  you  recall  that  that  was 
added  ? 

A.  No,  I  don't.  This  wasn't  that  way  when  I 
signed  it.  This  is  the  first  time  I  seen  it  this  way 
with  the  additional  figure  of  681,000  against  781,- 
000. 

Q.  And  then,  Mr.  Forster,  handing  you  Ex- 
hibit  

The  Clerk:     (Interposing)     134. 

Q.    (By  Mr.  Moriarty  continuing)  134,  which 

is  another  statement  dated  December  31,  1949,  I 
will  ask  you  if  you  recognize  your  signature  on 
that  statement?  A.     Yes,  sir. 

Q.  And  what  does  that  show  your  net  worth  to 
be? 

A.  Well,  there  is  two  figures  here,  and  [2627] 
on(^  of  tliem  says  "Total  Lia])ilities,  $968,830.88"; 
and  the  other  says  "Net  Worth,  $968,830.88." 

Q.    AVhat  are  the  liabilities  on  that,  if  any? 

A.     It  says  here  "Total  Liabilities,  $968,830.88." 
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Q.     Does  it  show  any  liabilities? 

A.     I  wouldn't  know. 

Q.    Does  it  show  assets'? 

A.    You  mean  cash  in  the  bank? 

Q.    And  other  assets?  Maybe  I  can  help  you. 

A.     It  says  here  "Total  Assets." 

Q.  Calling  your  attention  to  Exhibit  134,  I  will 
ask  you  if  it  does  not  show  cash  on  hand  and  in  the 
bank?  A.     That  is  right. 

Q.     $87,000?  A.     That  is  right. 

Q.     U.S.  Bonds,  $50,000?  A.     That  is  right. 

Q.  Total  current  assets,  $137,000;  and  Issaquah 
Creamery,  $401,899? 

A.    You  have  got  real  estate  here. 

Q.  Real  estate  $44,000  and  Alpine  Dairy  $161,- 
000?   [2628]  A.     That  is  right. 

Q.  Finstad  and  Utgard,  $121,125.90;  67  percent 
interest  in  the  Apex  Farms,  $67,275.55 ;  50  per  cent 
interest,  Puyallup  Creamery,  $14,722.25;  331/3  per 
cent  interest,  Renton  Ice  and  Ice  Cream  Company, 
$21,368.66,  making  a  total  of  what  figure? 

A.     $968,830.88. 

That  is  the  amount  in  liabilities  here. 

Q.  I  see;  there  are  no  liabilities  listed,  but  it  is 
marked  in  there,  total  liabilities? 

A.     That  is  right. 

Q.     And  that  is  your  signature? 

A.     Correct. 

Q.  Could  you  explain  to  the  Jury  the  difference 
between  the  statement  that  you  gave  of  $781,761.22 
as  of  December  31,  1949,  and  tlio  other  statement 
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which  showed  $781,761,  and  the  statement  showing 

$968,830.88  on  the  same  date? 

A.  Well,  Mr.Donaldson  made  this  up  from — 
made  this  up  from  the  statements  that  he  got  from 
Mr.  Taylor. 

Q.     You  signed  it? 

A.  That  is  right.  I  sign  an  awful  lot  of  things 
I  didn't  know  I  was  signing. 

Q.  Did  you  include  in  that  statement  the  [2629] 
money  in  the  personal  savings  bank  that  you  gave  to 
Mr.  Donaldson,  that  is  the  larger  figure  ? 

Mr.  Griffin:  In  that  statement,  which  one  are  we 
referring  to? 

Mr.  Moriarty:     134. 

Mr.  Griffin:  There  is  no  evidence  that  this  wit- 
ness ever  made  up  that  statement.  The  testimony  is 
that  Mr.  Donaldson  made  it  up. 

Mr.  Moriarty:  The  testimony  is,  and  the  fact  is 
that  the  witness  i)ut  his  signature  on  it. 

Mr.  Griffin:  I  am  only  objecting  to  the  form  of 
the  question. 

Q.  (By  Mr.  Moriarty  continuing) :  All  right. 
Did  you  read  this  statement  before  you  signed  it? 

A.     No,  I  didn't.  I  watched  him  put  the  figures  in. 

Q.  From  where  or  from  whom  did  Mr.  Donald- 
son get  his  figures  ? 

A.     He  got  it  from  the  statements. 

Q.  Well,  the  statement  there  of  December  31, 
1949,  has  a  difference  of  approximately  $180,000  on 
the  two  dates. 

A.     Well,  he  still  got  it  from  the  statements  that 
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he  had  there.  I  furnished  him  statements  from 
each  [2630]  individual  operation.  That  is  how  Mr. 
Donaldson  got  the  figures,  and  he  put  them  in  there, 
and  afterwards  he  asked  me  to  sign  them. 

I  think  the  only  information  I  furnished  him  was 
what  I  thought  the  farm  was  worth,  and  my  home. 
That  is  the  only  figure  I  gave  to  Mr.  Donaldson. 

Q.  Those  are  additional  figures,  then  on  the 
other  statement,  Exhibit  122,  that  you  just  referred 
to?  A.     To  what? 

Q.  That  makes  a  difference  between  the  state- 
ment of  December  31,  1949  that  you  gave  to  the 
bank  on  Exhibit  121  and  the  one  that  you  gave  to 
the  bank  as  bearing  date  of  that  same  day  of  $968,- 
000;  the  house  wasn't  worth  that  difference,  was 
it?  A.     $968,000,  did  you  say? 

Q.     Between  $968,830  and  $781,761.22? 

Mr.  Griffin:  The  witness  has  not  testified  he 
gave  any  such  statement,  and  I  object  to  the  form 
of  the  question. 

Mr.  Moriarty :  I  submit  he  stated  he  gave  to  Mr. 
Donaldson  the  additional  figures  on  the  house. 

The  Witness:  That's  right,  and  I  gave  him  the 
farm.  [2631] 

Q.     (By  Mr.  Moriarty)  :    And  the  farai? 

A.  I  don't  know  where  he  got — what  he  got  the 
fisrures  from.  He  made  it  out  from  statements  that 
Taylor  furnished  me,  and  he  had  it  right  in  front 
of  him,  and  he  made  this  up.  I  don't  know  for  what 
reason,  and  he  asked  me  about  the  home,  and  he 
asked  me  about  the  fai-m,  and  I  told  him  what  I 
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thought  it  was  approximately  worth.   That  is  all 

I  can  tell  you. 

Q.     Mr.  Donaldson  made  that  mistake,  then? 

A.     Which  mistake? 

Q.     Is  that  correct,  or  incorrect? 

A.  I  couldn't  tell  you  today  if  it  was  incorrect. 
I  couldn't  tell  you  then. 

Q.  Now,  we  were  referring  before  recess  to  the 
November  conference  or  meeting  at  the  Issaquah 
Creamery  Company  about  the  $80,000  that  was  the 
subject  of  discussion. 

Handing  you  what  is  marked  as  Exhibit  259-A, 
which  purports  to  be  a  balance  sheet  of  the  Issa- 
quah Creamery  as  of  November,  1949. 

I  will  ask  you  if  that  does  not  show  a  loss  of 
$9,000  ill  November,  rather  than  a  profit  of  $25,- 
000? 

A.  I  didn't  tell  you  it  was  the  month  of  [2632] 
November. 

I  don't  know.  It  was  the  month  of  December  that 
showed  the  profit  of  $25,000.  This  shows  a  loss 
in 

Q.     (Interposing)    When  was  this  meeting? 

A.  (Continuing)  in  the  month  of  Novem- 
ber of  $9,953.62. 

0.    When  was  this  meeting? 

A.     It  wasn't  a  meeting. 

O.     In  December? 

A.  He  came — I  don't  know  if  we  talked  about  it 
the  end  of  December  or  the  month  of  January  when 
we  talked  about  the  1949  profits. 
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Q.  AVhat  documents  did  you  use  when  you  dis- 
cussed this  extra  profit  that  seemed  amazing  to 
you? 

A.  Like  I  told  you,  when  he  got  through  with 
his  day's  work  and  we  get  the  figures  together,  he 
give  me  some  rough  idea  of  it  and  that — he  didn't 
furnish  me  the  statement  at  that  time. 

Q.  That  there  had  been  a  loss  in  November  of 
$9,953.62,  didn't  you? 

A.  I  wouldn't  know.  This  is  not  the  statement 
that  Mr.  Taylor  was  giving  me. 

Q.  This  purports  to  be  Mr.  Taylor's  work  sheet 
that  has  been  introduced  in  evidence.   [2633] 

A.  I  never  seen  it  before,  so  that  I  couldn't  tell 
you.  I  don't  know  w4iat  the  finished  figures  were 
that  Mr.  Taylor  gave  me. 

Q.  Weren't  matters  similar  to  this  what  you 
got  from  Mr.  Taylor  at  the  end  of  the  month? 

A.  He  gave  me  a  profit  and  loss  statement  at 
the  end  of  each  month,  but  not  in  this  form. 

Q.     What  kind  of  form  Avas  it? 

A.  He  had  it  typed  up.  Unless  it  is  here,  I 
couldn't  tell  yoTi  what  the  month  of  November  is, 
I  knew  T  was  surprised  when  we  showed  a  profit 
in  the  month  of  December. 

Q.  That  statement  showed  that  the  net  profits 
for  the  Issaquah  Creamery  Company  for  the  year 
tlion  totalled  $121,133.54? 

Mr.  Gi'iffin :  Just  a  moment.  Object  to  the  fonn 
of  that  question.  My  only  point  is,  you  said,  ''that 
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statement";  are  you  referring  to — you  have   been 

talking  about  two  statements. 

Mr.  Moriarty:    259-A. 

The  Court:  Do  you  have  the  question  in  mind, 
Mr.  Forster? 

The  Witness:    Well,  I  have  to  see  first  what  he 
is  talking  about,  and  where  he  is  getting  it  here. 
(Whereupon,   document   was  handed   to   the 
Avitness.) 

Mr.  Moriarty:     Take  your  time,  Mr.  Forster. 

The  Court:  Mr.  Reporter,  you  might  read  the 
question. 

(Whereupon,   preceding   question   was   read 
by  the  reporter.) 

A.  It  showed  as  of  previous  profits  that — that 
month  of  November,  131,000,  and  then  the  loss  of 
$9,953  showed  $121,000  profit  as  of  November  30th. 

Q.  (By  Mr.  Moriarty) :  Or,  approximately, 
about  $12,000  a  month? 

Mr.  Moriarty:  Can  you  hand  me  the  income  tax 
returns  of  Mr.  Forster? 

(Whereupon,   exhibits  were  handed   to   Mr. 
Moriarty  hy  the  Clerk.) 

Q.  ("By  Mr.  Moriarty  continuing)  :  Mr.  Forster, 
handing  you  Plaintiff's  Exhibit  1,  which  is  cap- 
tioned U.  S.  Individual  Income  Tax  for  the  calen- 
dar year  1945.  I  will  ask  you  if  that  is  your  signa- 
ture? A.     That  is  right. 

Q.  And  did  you  road  above  it  the  following  leg- 
end: [2635] 

"That   I   declare   under  the   ponnlty   of  porjury 
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that  this  return,  including  any  accompanying  sched- 
ules and  statements,  has  been  examined  by  me  and 
to  the  best  of  my  knowledge  and  l3elief,  is  a  true 
and  complete  return." 

A.     No. 

Q.     Did  you  sign  that? 

A.     I  signed  it,  but  I  never  read  it. 

Q.  What  part  of  the — of  that  return  do  you 
recall  you  read? 

A.     I  didn't  read  any  of  it. 

Q.  Didn't  you  read  even  the  amount  of  tax  you 
had  to  pay? 

A.  As  I  mentioned  before,  Mr.  Taylor  called  us 
up  and  told  us  to  bring  in  the  checks  to  accompany 
the  income  tax  return,  and  told  me  to  come  in  and 
sign  it,  and  I  would. 

Q.  But  it  was  your  money  that  was  being  paid, 
wasn't  it;  Mr.  Taylor  wasn't  paying  it? 

A.     That  is  right,  yes. 

Q.  And  yon  didn't  even  look  at  the  figure  of  the 
tax? 

A.  I  didn't  look  at  the  amount,  or  I  didn't  look 
at  anything  else.  'Must  come  in  and  sign  it,"  and 
[2636]  that  is  what  I  did. 

Q.  And  if  he  said  it  was  $100,000  tax,  you  would 
have  drawn  $100,000? 

A.  Tf  he  told  me  it  was  $100,000  tax  and  we 
would  have  to  pay  it,  T  would  have  brought  him  a 
check,  if  we  had  the  money,  and  if  I  didn't,  I 
would  have  borrowed  it, 

Q.     Yon    would?  A.     That    is   right. 
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Q.  Then  why  did  you  have  an  argument  with 
him  in  November  or  December  of  1949  about  that 
$80,000  profit  that  wasn't  all  taxes?  He  told  you 
then  that  he  had  eighty  thousand? 

A.    He  told  me  what? 

Q.  He  told  you  then  that  there  was  $80,000  in- 
come, did  he  not? 

A.  No,  he  didn't.  Whatever  the  statement  shows, 
was  what  he  told  me. 

Q.  Tell  me  what  was  said.  I  am  trying  to  get  it, 
Mr.  Forster. 

A.     I  am  trying  to  tell  you. 

Q.  What  happened  on  this  meeting,  whether  in 
November  or  December,  1949? 

Mr.  Griffin:    Or,  he  says,  January.  [2637] 

Q.  (By  Mr.  Moriai'ty  continuing)  :  Or  Janu- 
ary, 1950,  whenever  it  happened?  By  you  and  by 
Taylor? 

A.  That  is  right ;  when  Mr.  Taylor  told  me  about 
the  profit  that  was  made,  for  the  month  of  Decem- 
ber, and  the  way  that  it  looked  for  the  year,  I  told 
him  that  it  was  just  about  an  impossibility.  We 
went  over  the  sales  figures,  and  we  went  over  the 
plant  overhead,  and  I  told  him  that  it  looked  'way 
out  of  line,  and  he'd  better  try  to  go  over  his  fig- 
ures and  see  if  there  was  any  mistake  that  was 
made.  That  is  the  only  thing  we  talked  about.  There 
was  no  meeting.  It  was  just  the  day  he  was  out 
going  over  the  figures. 

Q.  Does  your  individual  tax  return  for  1945  re- 
flect any  of  the  figures  that  we  have  read  in  these 


1018  Ilans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

previous  exhibits  to  you  of  your  net  worth? 

Mr.  Griffin:  I  object  to  the  form  of  that  ques- 
tion, if  the  Court  please.  I  don't  know  how  an  in- 
come tax  return  would  reflect  net  worth  figures. 

Mr.  Moriarty :  It  would  reflect  net  worth,  his  net 
income  after  liabilities. 

Mr.  Griffin:  I  am  still  objecting  to  the  form  of 
that  question  because  a  tax  return  doesn't  do  am^- 
thing  of  the  kind. 

The  Court:  I  think  the  form  is  objectionable, 
Mr.  Moriarty.  [2638] 

I  don't  know  how  it  would  reflect  a  net  worth 
figure.  Objection  sustained. 

Q.  (By  Mr.  Moriarty) :  Your  1946  return  was 
also  filed  by  you  under  the  same  legend,  and  did 
you  read  that  report  or  that  return? 

A.  I  didn't  read  any  of  it.  The  first  income  tax 
return  I  went  over  was  when  Touche,  Niven,  Bailey 
and  Smart  made  them  out  for  the  year  1950  and 
that  was  the  first  time  I  examined  them.  It  was 
when  Mr.  Marx  or  Mr.  Eppler  questioned  me. 
Otherwise,  I  came  in  and  signed  it  and  he  was  the 
one  who  told  me  how  much  I  had  to  pay,  and  I 
paid  it. 

Q.    And  that  would  be  true  of  1947? 

A.     That  is  right;  all  those  years. 

Q.     1948  and  1949? 

A.  And  you  can  go  back  to  1944  and  1943  and 
ever  since  you  made  out  income  tax  report. 

Q.  And  it  would  be  true  of  the  Issaquah  Cream- 
ery Company? 
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A.  Anything  I  signed  in  Hicks  Taylor's  office, 
I  never  looked  at  it  or  examined  it. 

Q.     Just  signed  your  name? 

A.     That  is  right. 

Q.    And  wrote  a  check?  [2639] 

A.     That  is  right. 

In  fact,  I  probably  didn't  write  the  cheek.  The 
check  was  made  by  the  office  up  in  Issaquah. 

Q.     But  you  directed  it  to  be  made,  didn't  you? 

A.  I  doubt  it.  Probably  Taylor  called  Erickson 
and  told  him  to  make  out  the  checks  and  to  come 
in  and  sign  them. 

Q.  One  of  the  companies  that  you  had  that  you 
didn't  mention  in  your  direct  examination  was  the 
Hans  Forster  Company  of  Issaquah ;  do  you  recall  ? 

A.     I  never  knew  I  had  one  of  those. 

Q.  Well,  I  perhaps  can  help  you.  Handing  you 
what  is  marked  as  Exhibit — I  guess  this  is  one  ex- 
hibit— Exhibit  230,  and  the  check  of  the  Amalga- 
mated Sugar  Company,  dated  August  3,  1949,  for 
$336.60,  made  out  to  the  Hans  Forster  Company.  It 
bears  the  stamped  endorsement,  which  is  on  an  in- 
voice, to  the  Amalgamated  Sugar  Company.  Do  you 
know  anything  about  that? 

Mr.  Moriarty:  I  might  say  that  that  went  into 
198,  according  to  the  stipulation. 

A.  Well,  I  never  had  a  Hans  Forster  Company. 
I  think  that 

Q.  (By  Mr.  Moriarty  interposing) :  Was  there 
such  a  company?  [2640]  A.     No. 
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Mr.  Griffin:  Just  a  moment.  I  was  a  rather  long 
question  that  was  asked  him. 

The  Court:  What  is  the — is  there  a  question 
pending  ? 

Mr.  Moriarty:    I  understood  there  was. 

Mr.  Griffin:  I  am  inquiring,  did  he  complete  his 
answer  ? 

The  Witness:  I  answered  "No."  I  think  Mr. 
Moriarty  asked  me  if  there  was  a  Hans  Forster 
Company  and  I  told  him  there  wasn't. 

Q.  (By  Mr.  Moriarty) :  Did  they  do  any  dray- 
ing  for  the  Amalgamated  Sugar  Company? 

A.    Do  any  what? 

Q.  Did  the  Hans  Forster  Company  do  any  dray- 
age  or  transportation  for  the  Amalgamated  Sugar 
Company  ? 

A.  Well,  Alpine  Dairy  and  Issaquah  Creamery 
hauled  sugar  for  them. 

Q.  Can  you  explain  how  that  check  is  made  out 
to  Hans  Forster  Company  and  deposited  in  198? 

A.    I  couldn't  explain  it. 

The  invoice  was  made  out  by  Mr.  Erickson. 

Q.    By  Mr.  Erickson? 

Mr.  Griffin:  That  was  a  combination  question. 
And  I  want  the  answer  to  show  how  it  was  made 
out  and  deposited. 

Mr.  Moriarty:     All  right. 

Q.  (By  Mr.  Moriarty  continuing)  You  have 
answered  that  Mr.  Erickson  made  it  out. 

Now,  how  was  it  deposited  to  198? 

A.    He  put  it  on  my  desk  and  told  me  he  didn't 
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have  any  place  to  put  freight,  any  x:)lace  in  his 
books  to  put  freight  hauling,  the  credit  we  got  for 
hauling  sugar. 

Q.  But  this  was  to  a  new  company.  Didn't  he 
ask  you  about  that,  the  Hans  Forster  Company'? 

A.     No,  he  didn't  ask  me  about  it. 

(Whereupon,  the  witness's  name  having  been 
pronounced  Fosster  by  Mr.  Moriarty,  the  fol- 
lowing colloquy  was  had,  to- wit:) 

Mr.  Griffin:  Let  me  get  the  name  of  that  new 
company  correct,  please. 

Mr.  Moriarty:     Hans  Fosster  Company. 

Mr.  Griffin:     Forster. 

Mr.  Moriarty:  Is  it  Forster?  I  didn't  know  that. 
I  will  be  glad  to  reframe  my  question.  I  [2642] 
think  you  are  mistaken.  It  is  Hans  Fosster  Com- 
pany. 

Q.  (By  Mr.  Moriarty) :  Have  you  completed 
your  answer? 

A.  Mr.  Erickson  made  out  the  invoice  and  at 
the  top  of  the  statement,  he  says  Hans  Forster 
Company. 

Q.     Was  there  any  agreement  with  you? 

A.    With  whom? 

Q.     To  have  it  billed  by  Hans  Forster  Company? 

A.  There  was  no  agreement  with  anybody.  The 
original  transaction  was  handled  between — I  think 
it  was  Mr.  Morrissey  from  Amalgamated  Sugar 
and  Mr.  Erickson.  I  think  he  not  only  corresponded 
with  Mr.  Erickson  direct,  but  I  think  he  is  the  one 
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who  turned  in  the  order  for  the  sugar.  Mr.  Erick- 

son  did.  I  didn't. 

Q.  Handing  you — have  you  completed  your  an- 
swer ?  A.     Yes. 

Q.  Handing  you  another  check  made  out  to 
Hans  Forster  Transportation  Company,  which  is 
dated  August  5,  1948,  I  will  ask  you  if  that  billing 
is  the  billing  in  which  this  check  was  paid,  if  you 
know? 

A.  This  is  Hans  Forster  Transportation  [2643] 
Company,  Issaquah,  Washington.  I  suppose  that  is 
the  reason  the  check  was  made  out  to  that. 

Q.  Is  there  a  Hans  Forster  Transportation  Com- 
pany ? 

A.  We  do  a  lot  of  hauling,  but  I  don't  know  of 
any  company  of  that  name. 

Q.  Well,  so  far  as  you  know,  there  wasn't — do 
you  know  how  tliat  happened  to  get  into  198? 

A.    Yes. 

Q.    How? 

A.     Because  Mr.  Erickson  give  it  to  me. 

Q.  Well,  didn't  the  Issaquah  or  Alpine  Trucks 
do  the  actual  hauling  for  that? 

A.     That  is  correct,  yes. 

Q.  And  who  evolved  the  name  Hans  Forster 
Transportation   Company?   If   you   know? 

A.     Well,  I  am  sure  I  didn't. 

Q.    Bid  Mr.  Erickson? 

A.     I  don't  know.  You  would  have  to  ask  him. 

Q.     You  doji't  know?  A.     I  don't  know. 
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Q.  But  when  he  came  in  and  said  he  didn't 
know  where  to  put  it,  you  put  it  in  198? 

A.     That  is  right. 

Q.     And  there  was  no  entry  on  the  books?  [2644 J 

A.  I  don't  know.  He  didn't  tell  me  he  had  no 
entry. 

Q.  There  was  no  Hans  Forster  Transportation 
Company  ? 

A.  I  didn't  ask  any  questions.  I  don't  know 
if  he  ran  it  through  Issaquah  Creamery  or  Alpine 
Dairy.  I  don't  know.  He  didn't  tell  me. 

Q.  At  about  the  same  time,  there  was  an  invoice 
to  the  Amalgamated  Sugar  by  the  Issaquah  Cream- 
ery Company  and  a  check  for  $122.50  which  was 
payable  to  the  Issaquah  Creamery  Company.  Would 
you  tell  the  Jury  how  that  got  into  198? 

A.     For  the  same  reason. 

Mr.  Erickson  gave  me  the  checks,  and 

Q.  (Interposing)  That  was  manifestly  an  in- 
come of  the  Issaquah  Creamery  Company,  which 
was  a  corporation? 

A.  There  was  some  other  checks  that  went  into 
198  that  I  used  under  Issaquah  Creamery. 

Q.     I  am  asking  you  about  this  check. 

A.  Well,  this  is  not — it  wasn't  handled  any  dif- 
ferent than  any  of  the  other  checks.  If  he  didn't 
have  any  place  to  put  it,  I  ran  it  in  198,  which  I 
used  for  my  accounts  to  loan  to  individual  corpora- 
tions I  have.  [2645] 

The  Court:  What  is  that  last  exhibit,  Mr.  Mori- 
arty? 
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Mr.  Moriarty:     Exhibit  230. 

The  Court:  There  is  a  second  one  there,  is  there 
not? 

Mr.  Moriarty:  I  think  they  are  all  one  exhibit, 
are  they  not,  Mr.  Clerk,  consisting  of  four  checks, 
all  of  the  Amalgamated  Sugar  Company? 

The  Clerk:    Yes. 

Q.  (By  Mr.  Moriarty)  :  May  I  ask  you  if  you 
have  any  books  of  Hans  Forster  Transportation 
Company  yourself  ? 

A.     I  haven't  got  any  JDooks,  period. 

Q.  You  have  no  entries  for  the  Hans  Forster 
Transportation   Company,   either  ? 

A.     There  is  no  books. 

Mr.  Moriarty:     Will  you  give  me  66- A? 

(Whereupon,    Exhibit    was    handed    to    Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty)  :  Mr.  Forster,  handing 
you  Exhibit  66- A,  which  contains  a  refund  check 
for  the  Seattle  School  District  No.  1,  which  is  a 
refund  of  the  milk  rebates,  I  will  ask  you  how  it 
happened  that  that  check  was  not  delivered  to  the 
Seattle  School  District  No.  1?  [2646] 

A.    Which  one  is  that? 

Q.  I  will  find  it  for  you.  I  can  give  you  the  date 
of  it,  if  you  want  it. 

A.  This  wasn't  discount  check  to  Seattle  School 
District  No.  1.  The  school  bids  were  on  a  net  basis. 
Tliore  was  no  discount. 

Q.  T  am  interested  in  how  tliat  happened  to  get 
into  198. 
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A.  Well,  this  cheek  accom])anied  the  school  bid 
for  Seattle  School  District  No.  1  as 

Q.  (Interposing)  That  is — that  is  the  Seattle 
School  District? 

A.  That  is  right,  right  here,  and  when  we  were 
awarded  the  bid,  or  wouldn't,  the  $50  came  back. 

Q.     And  how  did  it  get  into  198? 

A.  Well,  it  is  an  Alpine  Dairy  Check,  and  came 
back  to  Issaquah,  and  Erickson  put  it  with  the  dis- 
count checks.  It  has  nothing  to  do  with  discounts. 

Q.  It  doesn't  bear  the  endorsement  of  the 
Seattle  School  District,  does  it? 

A.     They  don't  keep  the  checks. 

Q.    You  say  this  was  a  bid? 

A.     A  bid  for  milk  for  the  school  year. 

Q.     Are  you  sure  it  is? 

A.     I  am  positive  of  it.  [2647] 

Q.     What  is  the  date  of  it? 

A.  It  must  be  before  in  the  spring.  I  think  we 
bid  around  June.  The  bids  were  always  made  on  a 
net  basis.  There  is  no  discount. 

Q.     This  check  was  dated  September  1,  1948. 

A.    Well,  before  school  started,  I  guess. 

Q.     I  thought  the  bids  were  made  in  Tune? 

A.  We  make  the  bids  in  June,  but  they  don't 
award  them  before  school  starts,  and  school  starts 
about  the  10th  or  12th. 

Mr.  Moriartj^:  Is  the  Milky  Way,  Incorporated, 
check  there? 

Q.  (By  Mr.  Moriarty) :  From  that  same  ex- 
hibit, and  in  connection  with  your  direct  testimony. 
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Mr.  Forster,  there  is  a  check  made  out  by  yourself 
for  $834.74  to  the  Milky  Way,  Incorporated,  and  it 
is  dated  September  9,  1948,  and  it  found  its  way 
into  198.  Can  you  tell  me  what  that  check  was  for? 

A.     No. 

Q.     It  bears  your  own  signature? 

A.  In  the  first  place,  the  check  was  made  out 
by  Mr.  Erickson  and  I  signed  it. 

Q.  Otherwise,  you  wouldn't  have  signed  a  check 
to  the  Milky  Way,  Incorporated,  for  that  amount 
of  money?  [2648] 

A.  I  don't  even  know  who  the  Milky  Way,  In- 
corporated, was.  It  was  in  1948,  and  the  only  thing 
I  know  of  is  a  Milky  Way  Dairy  over  at  Pullman, 
but  I  couldn't  tell  you  what  this  consisted  of.  Maybe 
you  can  find  it  in  the  books.  That  is  the  only  thing 
I  know  about  the  Milky  Way. 

Q.     The  amount  is  a  rather  large  amount? 

A.     That  is  right,  yes. 

Q.     And  you  personally  signed  the  check? 

A.     That  is  right. 

Q.    And  you  now  have  no  recollection  of  it? 

A.  I  don't  know  what  it  was  written  for.  I  don't 
know  if  we  was  going  to  buy  something  from  the 
Milky  Way  Dairy  and  didn't  buy  it.  I  haven't  got 
the  slightest  recollection  what  it  was  for,  and  all 
I  know  is  that  it  was  deposited  there  with  the  rest 
of  the  discount  checks,  or  anything  that  Mr.  Erick- 
son didn't  have  a  place  for. 

Q.    And  it  was  taken  as  a  deduction  by  the  Al- 
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pine  Dairy  on  its  books  and  it  found  its  way  into 

Account  198? 

A.  I  wouldn't  know  if  it  was  taken  as  a  discount. 
I  don't  know  what. 

Q.  You  don't  claim  that  198  as  an  Alpine  Dairy 
account,  do  you?  [2649] 

Wasn't  it  in  the  name  of  Hans  Forster  person- 
ally? A.     That  is  rischt. 

Q.  And  weren't  you  the  only  one  that  had  the 
right  to  withdraw  from  it?  A.     That  is  right. 

Q.  So  that  when  it  went  into  Hans  Forster  Ac- 
coimt  198,  it  went  out  of  the  Alpine  Dairy  account? 

A.  I  haven't  got  the  slightest  idea  what  it  was 
for. 

Q.     You  have  no  idea?  A.     I  can't  tell  you. 

Q.  What  was  this  place  at  Pullman  that  you 
suggested  ? 

A.  Well,  there  is  a  Milky  Way  Dairy  in  Pull- 
man but  that  is  the  only  recollection  I  would  have. 
I  wouldn't  even  know  if  they  done  any  business 
sometime  or  not.  I  couldn't  tell  you. 

Q.     You  have  no  other  recollection? 

A.     No,  none. 

0.  Tt  bears  the  stamped  endorsement.  You  think 
yon  put  the  endorsement  on  it? 

A.     T  wouldn't  know. 

0.  You  don't  know.  You  did  put  endorsements 
on  those  checks,  and  made  personal  deposits  in 
198?  [2650] 

A.  That  is  correct.  I  don't  know  if  I  used  the 
stamp  or  not,  or  if  the  stamp  was  put  on  by  myself. 
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Q.    Why  would  you  say  thati 

A.  Because  some  of  the  checks  were  stamped 
when  they  gave  them  to  me. 

Q.  And  tell  us  about  that.  When  Mr.  Erickson 
came  in  and  had  no  place  to  charge  something  on 
the  books,  he  brought  in  the  checks  with  stamps  on 
them? 

A.  Some  of  those  checks  were  on  my  desk,  like 
I  mentioned  before,  when  those  checks  were  in  there 
probably  once  a  week  or  maybe  a  couple  of  times  a 
month  I  deposited  them  in  the  bank,  and  some  of 
them  had  the  stamp  on  it,  and  some  of  them  I  had 
the  stamp  put  on  by  either  Mr.  Erickson  or  Miss 
Neukirchen. 

Q.  Well,  this  one  doesn't  have  any  endorsement 
at  all  except  a  rubber  stamp? 

A.  I  don't  know.  You  probably  find  a  lot  of 
other  don't  have  endorsements  except  the  rubber 
stamp.  It  is  the  stamp  we  use. 

Q.  So  that  whenever  you  put  the  rubber  stamp 
on  it  and  it  went  into  198,  it  didn't  have  to  have 
an  endorsement? 

A.  I  don't  know.  I  never  seen  any  of  them  come 
back.  [2651] 

Mr.  Moriarty:    Will  you  give  me  67-A? 

(Whereupon,    exhibit    was    handed    to    Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty)  :  Handing  you  what  is 
marked  as  Plaintiff's  Exhibit  67-A,  and  calling  your 
particular  attention  to  check  dated  June  10,  1946, 
made  out  to  Sears,  Roelmok  (t  Company  for  $4.50, 
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and  signed  by  you  personally,  and  bears  the  en- 
dorsement of  Sears,  Roebuck  on  the  back  of  it. 

Can  you  tell  me  if  that  endorsement  of  Sears, 
Roelnick  &  Company  is  in  your  handwriting? 

A.     No. 

Q.     In  whose  handwriting  is  it? 

A.    Mr.  Erickson. 

Q.     Now,  you  wrote  the  check,  did  you? 

A.  I  didn't  write  the  check.  I  just  signed  it.  We 
had  hundreds  of  those.  A  whole  pile  of  them,  and 
go  ahead,  and  sign  them,  and  send  them  in. 

Q.  You  knew  where  Sears,  Roebuck  &  Company 
was,  didn't  you? 

A.  Well,  I  haven't  explained  to  you  just  how 
those  things  happened. 

Q.     Well,  explain  it. 

A.     I  can  explain  definitely  Sears  and  Roebuck. 

Q.     All  right. 

A.  Sears  and  Roebuck  was  our  customer.  We 
had  a  certain  discount  system  that  was  on  a  gradu- 
ated scale,  and  when  a  customer  quit  us,  or  if  a 
customer  closed  out,  probably  the  check  would  go 
down  to  the  Alpine  Dairy,  and,  as  most  of  them,  it 
didn't  get  there  until  the  20th,  or  sometimes  the 
25th  and  in  the  meantime,  if  a  customer  quit  us,  we 
didn't  give  him  the  discount.  There  was  no  obliga- 
tion to  give  them  it,  and  if  an  account  quit  and 
went  to  our  competitors,  there  wasn't  any  contract 
we  had,  and  we  didn't  give  discount  and  if  anybody 
closed  business  and  went  out  of  business,  some  of 
the  discount  checks  came  back,  and  that  is  what 
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happened  at  Sears  and  Roebuck,  and  when  they 
quit  us,  I  suppose  the  check  came  from  the  sales 
department  and  back  out  to  the  Creamery  again, 
where  it  originated,  and  Erickson 

Q.     (Interposing)    Put  it  on  your  desk"? 

A.  Put  it  on  my  desk  after  he  endorsed  it  and 
it  went  into 

Q.     (Interposing)     Account  198? 

A.     Account  198,  that  is  right. 

Q.  Why  didn't  it  go  into  the  account  of  the 
Alpine  Dairy?  [2653] 

A.  All  those  checks  came  back  because  they 
originated 

Q.     (Interposing)     Wasn't  this   a  discount 

Mr.  Griffin:  (Interposing)  I  submit,  if  the 
Court  please 

Mr.  Moriarty:     Excuse  me. 

Q.  (By  Mr.  Moriarty  continuing)  :  Wasn't  this 
a  discount  cheek  and  a  deduction  on  the  Alpine 
Dairy  books? 

A.  I  don't  know  if  it  was  a  deduction,  Mr.  Mori- 
arty, or  not,  in  Alpine's  books.  It  was  a  discount 
check  of  the  Alpine  Dairy. 

Q.     And 

A.     (Interposing)     Can  I  finish? 

Q.     Surely.  I  would  be  very  happy. 

A.  All  right.  All  of  the  checks  was  made  out  at 
Tssaquah  Creamery,  both  for  Alpine  Dairy  and 
Issaquah  Creamery,  so  when  the  checks  came  back 
from  tlic  Sales  Department,  tlioy  went  liock  under 
tho  instviietions  from  JNlr.   Dezonn   and   bo   said   lie 
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had  instructions  from  Mr.  Taylor  to  send  them  to 

Issaqiiah. 

Q.  All  right;  when  they  come  to  Issaquah,  why 
were  they  not  deposited  to  Alpine  Dairy's  account? 

A.  Because  Issaquah  Creamery  didn't  have  that 
[2654]  account. 

Q.    Why  not  the  Alpine  Dairy  account? 

A.  Because  Mr.  Bezeau  said  Mr.  Taylor  told 
him  to  send  them  back  to  Issaquah. 

Q.  They  did  get  back  to  Issaquah  Creamery  and 
did  they  get  into  198? 

A.  Well,  of  course,  after  being  here  two  months, 
I  realize  now  that  Mr.  Erickson  should  have  known 
to  cancel  out  six  dollars,  or  whatever  it  may  be. 

Q.     It  is  $4.68. 

A.    All  right.  But  he  didn't  do  it  that  way. 

Mr.  Keesling:  May  I  ask  that  the  examiner 
stand  over  here? 

Q.  (By  Mr.  Moriarty)  :  You  knew,  didn't  you, 
Mr.  Forster,  that  wiien  you  deposited  a  check  of 
the  Alpine  Dairy  in  Account  198  at  the  Washing- 
ton State  Bank  at  Issaquah  that  an  account  of  the 
Alpine  Dairy  at  the  Bank  that  it  was  drawn  on 
would  honor  it  and  it  would  result  in  the  Alpine 
Dairy  paying  this  accoimt  198  a  sum  of  money; 
you  knew  that? 

A.  As  far  as  I  was  concerned,  it  never  entered 
my  mind  that  there  was  anything  wrong  about  the. 
[2655]  situation.  It  went  into  account  198,  and  I 
used  198  to  finance  Alpine  Dairy,  Alpine  Ice  Cream 
Company,    and    Issaquah    Creamery.    Account    198 
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was  exactly  the  same  thing  as  the  Issaqiiah  Cream- 
ery or  Alpine  Dairy  or  Alpine  Ice  Cream  bank  ac- 
count. It  never  entered  my  mind,  there  was  any- 
thing wrong  about  it. 

Q.  All  right ;  let's  pass  for  a  time  to  the  Renton 
Ice  Cream  Company. 

Mr.  Moriarty :    I  will  ask  for  Exhibit  203. 

(Whereupon,    exhibit    was    handed    to    Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty  continuing)  :  You  know 
Mr.  Schneider?  A.     That  is  right. 

Q.  And  Mr.  Taylor  was  present  when  you  took 
over  or  became  associated  with  the  Renton  Ice 
Cream  Company! 

A.  Well,  I  don't  think  that  he  was  present  on 
the  first  few  days  when  we  talked  about  it,  but 
when  it  was  organized,  Mr.  Taylor  was  present. 

Q.  Well,  as  I  understand  it,  you  were  the  promo- 
tion man  and  went  do^vn  to  find  out  that  the  Ren- 
ton Ice  Cream  Company  was  a  good  deal? 

A.     Oh,  no. 

Q.  All  right,  tell  us  what  you  did  before  Mr. 
Taylor  arrived?   [2656] 

A.  Well,  that  isn't — you  didn't  make  it  in  one 
dny  and  Mr.  Taylor  arrived  in  the  afternoon  and 
tlie  deal  was  closed.  It  took  several  weeks  of  nego- 
tiations, and  Mr.  Baskett,  who  had  a  service  station 
in  Issaquah,  was  peddling  ice  from  house  to  house, 
mid  bo  was  buyins:  ice  from  Mr.  Williams,  and  Mr. 
Williams,  not  bavino-  nnv  children,  and  Mr.  Baskett 
bar"!   tlir'"''^  o""'  foni'  of  tbom.   p:nf  quito  a   likin.o;  for 
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Mr.  Baskett,  and  Mr.  Williams  was  getting  along 
in  years,  and  approached  Mr.  Baskett  if  he  was  in- 
terested in  trying  to  buy  Renton  Ice  and  Ice  Cream 
Company,  and  they  talked  about  it  before  they  ever 
talked  to  me. 

Then,  Mr.  Baskett,  being  a  good  friend  of  Mr. 
Schneider,  asked  him  if  he  was  interested  in  it.  I 
think  at  that  time  he  worked  at  the  Issaquah  State 
Bank,  or  Washington  State  Bank  at  Issaquah.  So, 
Mr.  Schneider  is  interested  in  it,  and  when  they 
got  into  the  deal,  the  found  out  they  didn't  have 
enough  money.  Mr.  Williams  wanted  to  ^^i  fifteen 
thousand  dollars  down  and  they  needed  a  few  thou- 
sand dollars  for  working  capital,  so  they  ap- 
proached me  and  wondered  if  I  wanted  to  come 
along,  and  I  think  that  that  is  the  time  that  Mr. 
Taylor  entered  the  picture.  That  is  the  way  it  hap- 
pened. [2657] 

Q.  All  right,  when  everything  was  set  for  the 
deal  with  Williams  and  Baskett 

A.  (Interposing)  I  didn't  make  the  deal  with 
Williams,  because  Baskett  and  Schneider  made  it. 

Q.    Who?  A.    Cal  Baskett. 

Q.    Hal  Baskett? 

A.     Cal  and  Ray  Schneider. 

Q.  Cal  Baskett  and  Ray  Schneider  made  the 
deal  with  Williams?  A.    Yes. 

Q.  And  you  were  in  the  background,  I  under- 
stand? A.     That  is  right. 

Q.     Now,  what  was  discussed  about  the  way  you 
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were  to  get  some  of  the  money  out  of  that  Renton 

Ice  Cream  Company? 

A.    It  was  never  discussed  when  we  was  together. 

Q.     It  never  was  discussed? 

A.  No.  In  fact,  I  was  surprised  when  I  got  the 
first  check  and  I  told  Ray,  "Thanks  very  much." 

Q.    What  did  you  say  to  Mrs.  Baskett? 

A.     Well,  Mr.  Schneider  handled  it. 

She  never  mentioned  it  to  me.  [2658] 

Q.     She  Avas  working  out  in  the  labor  end? 

A.     She  worked  out  in  the  ice  cream. 

Q.  And  you  got  a  check  from  her  for  $1,158.50 
on  April  17,   1945?  A.     That  is  right. 

Q.     Did  you  thank  her? 

A.     I  probably  did. 

Q.  How  did  it  come  that  the  check  was  made 
out  to  Maizie  R.  Baskett  for  $1,158.50  and  a  check 
on  the  same  date  made  out  to  R.  J.  Schneider,  for 
$1,158.50,  which  is  endorsed  by  both  of  them  and 
finds  its  way  into  account  198? 

A.    Well,  they  send  it  to  me. 

I  don't  know  where  you  expect  me  to  put  it.  They 
told  me  it  was  my  money,  and  said  Taylor  made 
distribution,  made  arrangement  on  it,  and  that  is  all 
I  know  about  it. 

Q.     That  just  came  out  of  the  clouds? 

A.  What  do  you  mean  ''clouds"?  It  came  from 
Renton. 

Q.    Was  it  mailed  to  you  or  delivered  to  you? 
A.     Well,  I  don't  know^  if  Schneider  mailed  it 
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to  me,  or  gave  it  to  me  personally.  I  think  he  mailed 

tlie  checks. 

Q.  And  you  thanked  him.  There  was  no  other 
[2659]   conversation? 

A.  No,  he  said  Taylor  handled  the  distribution. 
How  it  was  based,  or  Avhy  it  was  done,  you  will 
have  to  ask  him. 

Q.     Did  you  ask  Taylor? 

A.     Yes,  I  asked  Taylor. 

Q.     And  what  did  you  ask  him  about,  and  when? 

A.     TTell,  after  I  got  it. 

Q.     That  would  be  after  April  17,  1945? 

A.     I  would  think  so,  yes. 

Q.  And  can  you  tell  us  what  you  said  to  Mr. 
Taylor,  and  what  he  said  to  you? 

A.  I  asked  him — I  told  him — I  got  this  check, 
and  he  said  that  that  was  my  share  out  of  Renton 
Ice  and  Ice  Cream. 

Q.  Didn't  you  think  it  was  peculiar  that  it  was 
made  out  in  two  checks,  one  to  R.  J.  Schneider  and 
the  other  to  Maizie  R.  Baskett,  instead  of  to  you? 

A.  It  wasn't  peculiar  to  me,  because  he  handled 
my  accounts  and  he  is  the  one  that  handled  my  af- 
fairs, and  if  he  arranged  it,  it  was  good  enough  for 
me.  I  don't  know  why  I  should  ask  any  questions 
about  it. 

Q.  Did  you  say  anything  about  paying  taxes  on 
this  to  Mr.  Taylor  at  that  time? 

A.  Well,  we  didn't  discuss  taxes.  I  didn't  [2660] 
figure  it  had  anything  to  do  with  it. 

Q.    What  did  you  think  this  was,  a  present? 
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A.  Well,  maybe  it  was.  You  have  to  ask  Mrs. 
Schneider  and  Mrs.  Bassett  if  they  make  me  a  pres- 
ent. I  don't  know  why  they  distributed  it,  or  what 
the  deal  was.  Mr.  Taylor  knew  about  the  check  and 
he  made  out  my  income  tax.  If  he  thought  it  was 
wages,  he  should  put  it  in,  and  if  he  figured  it  was 
wages,  he  should  have  put  it  in,  and  if  it  was  a 
present,  he  should  still  x^ut  it  in.  I  don't  know. 

Q.  Would  it  surprise  you  to  know,  Mr.  Fors- 
ter, that  your  signature  is  on  those  two  checks? 

A.     That  is  right. 

Q.  And  you  were  present  when  they  were  made 
out? 

A.  Not  necessarily.  He  probably  came  up  to  the 
Creamery  with  a  bunch  of  checks  and  had  me  go 
ahead  and  sign  the  checks. 

Q.  I  understood  your  testimony  to  be  previously 
that  he  mailed  it  to  you? 

A.  I  wouldn't  knoAV;  either  mailed  it  or  brought 
it  up. 

Q.     Well,  then,  when  these  checks 

A.  (Interposing)  You  expect  me  to  go  back 
[2661]  ten  years  and  remember,  Mr.  Moriarty,  how 
it  happened.  I  know  I  got  the  check,  and  it  went 
into  my  account.  How  Mr.  Taylor  handled  it  on 
the  books,  I  haven't  got  the  slightest  idea. 

Q.  But  I  think  one  would  remember  when  they 
made  out  a  check  for  that  sum  of  money? 

A.     Ten  years  back? 

Q.     Yes.  A.     This  wasn't  the  only  one. 

Q.     It  is  not  ten  years  yet? 
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A.     It  is  awful  close. 

Q.  It  will  have  to  run  until  next  month  ])efoi'e 
it  is  nine. 

Mr.  Keesling:    I  can't  hear  counsel. 

Mr.  Moriarty:     I  will  raise  my  voice. 

Q.  (By  Mr.  Moriarty) :  Your  signature  is  on 
each  one  of  these  checks;  correct? 

A.     That  is  right. 

Q.  And  you  have  no  recollection  of  any  conver- 
•sation  about  it  except  present? 

Mr.  Griffin:     Except  what? 

Q.  (By  Mr.  Moriarty  continuing)  Except  as  a 
present,  a  gift? 

l^Ir.  Griffin:    That  is  not  his  testimony.  [2662] 

Mr.  Moriarty:     Well,  he  can  correct  it. 

Mr.  Keesling:  May  I  ask  Counsel,  by  "signa- 
ture," does  he  mean  "endorsement'^? 

Mr.  Moriarty :  No,  sir.  His  signature  as  a  maker, 
co-maker. 

A.  Well,  I  mentioned  before  that  I  only  signed 
checks  down  there  on  an  emergency  basis,  when 
there  wasn't  anybody  else  or  when  somebody  went 
out  of  town  or  when  Mr.  Taylor  didn't  sign  and 
Mr.  Schneider  came  and  brought  the  checks  up. 

From  what  I  see  on  the  back  I  think  two  of  the 
checks  are  mine. 

Mr.  Moriarty:     Will  you  give  me  Exhibit  205? 

(Whereupon,    Exhibit    was    handed    to    Mr. 
Moriarty  by  the  Clerk.) 

Q.     (By  Mr.  Moriarty)  :    That  is  your  testimony 
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in  regard  to  that  exhibit;  you  have  completed  your 

testimony  in  regard  to  this  exhibit  ? 

A.     If  you  are  through  asking  questions,  yes. 

Q.  All  right,  on  the  Renton  Ice  Cream  Company, 
I  am  handing  you  check  in  Exhibit  205,  which  is 
made  payable  to  Hicks  Taylor,  and  I  will  ask  you 
if  that  recalls  a  conversation  that  you  had  with 
Mr.  Schneider  about  Hicks  Taylor  drawing  a  $600 
check  that  was  out  [2663]  of  order? 

A.  Yes,  Ray  Schneider  mentioned  it  to  me.  I 
don't  know  what  occasion  that  he  mentioned  it,  that 
Taylor  showed  this  check  to  himself  for  $600  and 
I  asked  him  "What  forf  And  he  said,  ''Well,  that 
is  what  I  asked  him,  but  he  said  he  thought  that  he 
was  entitled  to  it." 

And  I  told  Ray  at  that  time  I  didn't  like  the 
way  it  was  done.  I  figured  that  Taylor  should  have 
said  something  to  me  about  it,  or  should  have  given 
him — should  have  given  Ray  Schneider — an  exami- 
nation. 

He  just  told  Ray  he  figured  he  was  entitled  to 
it,  and  wrote  himself  a  check. 

Q.  Well,  did  you  hear  Mr.  Schneider's  testi- 
mony that  you  cussed  about  it;  do  you  recall  that? 

A.  That  is  as  much  as  I  cussed.  I  told  him  I 
didn't  like  the  way  it  was  done,  that  he  didn't  have 
to  oomo  in  the  back  door,  but  come  in  the  front 
door,  mid  thnt  is  the  exact  words  I  used,  I  think. 

Q.  T  imdorstood  your  testimony  yesterday  that 
yon  difln't  fix  any  payments  of  Mr.  Taylor's  at  any 
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time,  and  that  he  could  write  a  check  at  any  time 

in  any  amount?  [2664] 

A.    It  sure  looks  like  it. 

Q.     Is  this  the  only  one  he  wrote? 

A.     I  wouldn't  know. 

Q.     But  Mr.  Schneider  reported  this  to  you? 

A.     I  think  this  was  the  first  time. 

Q.  And  that  was  the  subject  of  conversation 
with  Mr.  Schneider;  how  often  were  you  down  at 
the  Renton  Ice  Cream  during  one  month? 

A.  Oh,  that  would  vary.  I  might  drop  by  for 
two  or  three  times  a  month,  or  maybe  Mr.  Schnei- 
der would  come  up  to  Issaquah,  and  we  discuss  busi- 
ness there,  or  come  to  the  office  at  Alpine  Dairy, 
and  we  had  a  lot  of  telephone  conversations.  I 
didn't  spend  any  time  hardly  in  there.  Probably  go 
by  and  talk  to  them  for  an  hour,  or  one-half  hour, 
whatever  the  case  would  be,  in  buying  trucks  or 
having  trouble  with  his  ice  machines. 

Mr.  Moriarty:  Will  you  give  me  Exhibit  75  and 
Exhibit  76? 

(Whereupon,   exhibits   were   handed  to   Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty) :  You  got  other  money 
from  the  Renton  Ice  Cream  Company,  also,  didn't 
you,  Mr.  Forster?  A.     Yes.  [2665] 

Q.  This  was  in  1947,  and  it  involves  a  Cashier's 
check  payable  to  you  in  the  sum  of  $2,755,  drawn 
on  the  Peoples  National  Bank  of  Washington,  Ren- 
ton Branch. 
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Was  that  the  subject  of  any  discussion  between 
you  and  Mr.  Schneider? 

A.  Well,  I  guess  we  discussed  it  after  I  got  the 
money  and  he  said  that  is  the  situation  that  Hicks 
Taylor  arrived  at,  and  he  gave  me  a  check  and  told 
him  to  mail  it  to  me. 

Q.  Did  you  make  any  memorandum  at  that  time 
so  that  you  could  report  it  on  your  income  tax? 

A.     I  deposited  it  in  my  savings  account. 

Q.    Which  savings  account? 

A.     198.    I  had  only  one  of  them. 

Q.  Didn't  you  have  a  savings  account  in  the 
Greenwood  Branch  of  the  Seattle  First  National 
Bank? 

A.  That  was  a  savings  accomit  to  take  care  of 
the  contract.  I  had  one  at  Peoples  Bank. 

Q.    And  one  at  Renton,  didn't  you? 

A.     That  is  right. 

Q.  So  that  you  had  two  or  three  saidngs  ac- 
counts ? 

A.    Well,  I  didn't  in  the  later  years. 

Q.  Handing  you  what  is  marked  as  Plaintiff's 
[2666]  Exhibit  75,  which  appears  to  be  a  check  for 
a  different  amount  than  $2,755.  This  is  for  $2,685. 

Is  that  the  same  division  of  profits  of  the  Renton 
Ice  and  Ice  Cream  Company  or  in  what  formula 
was  it  figured,  if  you  know? 

A.  I  don't  know  in  what  formula  it  was  figured. 
I  know  that  Mr.  Schneider  told  mo  that  Mr.  Taylor 
made   out   iho   distribution,   and   ho   told   them  to 
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draw  the  checks,  and  he  gave  them  the  figure  in 

the  check  that  he  should  send  me. 

Q.  Did  it  seem  peculiar  to  you  that  that  was 
made  out  as  a  cashier's  check  coming  from  the  Ren- 
ton  Ice  Cream  Company? 

A.  I  don't  know  why  it  should  be  peculiar.  He 
told  me  Taylor  told  him  to  draw  the  check  and 
divide  it  up. 

Q.  But  the  form  of  the  check  is  a  cashier's 
check  ? 

A.  It  was  not  peculiar  to  me.  I  was  glad  to  get 
the  twenty-seven  hundred  dollars.  I  never  figured 
there  was  anything  wrong  about  that  transaction 
down  there. 

Q.  Well,  on  its  face,  it  doesn't  show  that  it  is 
for  anything  except  payable  to  you? 

A.     That  is  right.   [2667] 

Q.  Didn't  you  make  inquiry  when  you  got  a 
cashier's  check  in  the  mail  from  Mr.  Schneider,  or 
from  someone?  A.    Yes. 

Q.     Why  that  cashier's  check  was  sent  to  you? 

A.  I  told  you  that  he  said  that  Mr.  Taylor  gave 
him  distribution,  and  that  was  my  share. 

Mr.  Moriarty:  I  think,  your  Honor,  the  cross- 
examination  will  extend  further. 

The  Court:  Yes.  We  Tvdll  recess,  Ladies  and 
Gentlemen  of  the  Jury,  for  the  day,  at  this  time. 
The  Court  calls  your  attention  to  the  admonition 
given  you  on  similar  occasions,  and  ask  that  you 
heed  the  admonition  on  this  occasion.  You  may  be 
excused  now  until  tomorrow  morning  at  ten  o'clock. 
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(Whereupon,    the    Jury    retired    from    the 
courtroom.) 
*****     [2668] 
The  Court :    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated.  It  is  stipulated 
that  the  Jury  and  all  defendants  are  present  in  the 
courtroom  ? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:  Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Moriarty. 

Mr.  Moriarty:    Thank  you,  your  Honor. 

HANS  FORSTER 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Cross  Examination  (continued) 

Q.  (By  Mr.  Moriarty) :  I  think  at  the  time 
we  adjourned,  Mr.  Forster,  we  were  inquiring  of 
the  cashier's  checks  of  the  Peoples  National  Bank 
of  Washington,  dated  September  12,  1946,  and  Sep- 
tember 12,  1947.  These  were  received  by  you  in  what 
way;  by  mail  or  by  physical  delivery? 

A.  I  couldn't  tell  you  today  whether  it  was 
[2678]  mailed,  or  if  Mr.  Schneider  delivered  them 
to  me  in  person.  I  couldn't  tell  you. 

Q.     And  they  were  deposited  in  198  *? 

A.     That  is  right. 
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The  Court:    Those  are  Exhibits  75  and  76? 

Mr.  Moriarty:    Yes,  your  Honor. 

Q,  (By  Mr.  Moriarty) :  Here  is  an  exhibit, 
which  is  also  a  cashier's  check,  Exhibit  77,  dated 
August  29,  1945,  payable  to  you  in  the  sum  of 
$2,755;  and  I  will  ask  you  if  you  received  that 
check  *? 

A.  I  would  think  so.  It  is  my  signature  on  the 
endorsement  here. 

Q.  That  check  was  deposited  in  the  Peoples 
National  Bank,  Renton  Branch.  Could  you  give  us 
an  explanation  of  why  it  was  deposited  there  in- 
stead of  198? 

A.  Well,  I  had  a  savings  accomit  at  Peoples  Na- 
tional Bank  in  Renton. 

Q.     How  is  that  reported  to  Mr.   Taylor? 

A.  How  was  it  reported  to  Mr.  Taylor?  Well, 
Mr.  Taylor  made  the  division  of  the  Renton  Ice 
and  Ice  Cream. 

Q.  But  he  didn't  know  what  bank  it  was  de- 
posited in?  [2679] 

A.     He  must  have  known  it  was  income. 

Q.     How  would  he  know  it  was  income? 

A.     He  knew  I   got  the   check. 

Q.     You  made  out  the  checks  for  those? 

A.     I  made  out  the  check  for  what? 

Q.  For  that  original  check  of  the  Renton 
Branch,  to  be  paid  into  the 

A.  (Interposing)  You  mean  I  made  out  the 
check  ? 

I  never  made  out  anv  check  at  Ronton  Ice  and 
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Ice  Cream  Company.  I  signed  some  of  the  checks, 

but  I  never  made  out  any. 

Q.  Then  I  will  redraft  the  question.  If  you  had 
signed  checks,  did  Mr.  Taylor  also  sign  checks  in 
blank?  A.     I  think  he  did,  yes. 

Q.  So  that  Mr.  Taylor  wouldn't  necessarily 
know  how  these  checks  were  made  out,  even  though 
his  signature  was  on  them? 

A.     On  the  checks  in  Renton,  you  mean? 

Q.    Yes. 

A.  Well,  I  wouldn't  know  except  Mr.  Schnei- 
der told  me  that  he  made  the  division  of  the  amount 
so  Mr.  Taylor  must  have  known  how  much  I  got, 
and  hoAV  much  Schneider  got,  and  how  much  Mrs. 
Baskett  got.  [2680] 

Q.  Why  wasn't  a  check  made  directly  to  you 
each  of  these  times? 

A.  I  couldn't  tell  you.  I  didn't  have  anything 
to  do  with  the  division,  or  how  it  was  handled,  if 
it  was  a  salary  or  dividend.  Taylor  knew  all  about 
it  from  the  first  time  there  was  a  division  made 
until  the  last  time  there  was  a  division  made. 

Q.  Didn't  it  strike  you  peculiar,  at  least,  that 
you  were  getting  a  cashier's  check  from  a  Renton 
Bank  for  a  firm  that  you  had  an  interest  in,  in- 
stead of  a  check  directly? 

A.  No,  it  didn't  strike  me  peculiar,  because 
Schneider  told  me  it  was  a  division  that  Mr.  Taylor 
made.  Whether  he  gave  the  Renton  Ice  and  Ice 
Cream  check  or  cashier's  check,  it  didn't. 

Q.     I   call  your  attention,   Mr.   Forster,   to   the 
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fact  that  that  doesn't  even  show  it  is  a  Renton 

Ice  Cream  check. 

A.  I  say,  it  didn't  make  any  difference  which 
way  it  was. 

Q.  Did  it  make  any  difference  how  you  received 
the  money  ?  A.     How  I  received  the  money  % 

Q.    Yes. 

A.     No,  not  so  far  as  I  was  concerned.  [2681] 

Q.  And  it  didn't  make  any  difference  how  it  was 
reported  ? 

A.  Just  what  do  you  mean,  how  it  was  reported  ? 
By  Renton  Ice  and  Ice  Cream  Company? 

Q.     How  you  handled  it^ 

A.  I  don't  know  how  they  handled  it.  Mr. 
Scluieider  told  me  they  made  the  division,  and  the 
other  two  had  the  likewise  share ;  we  were  one-third 
partners.  That  is  all  I  know. 

Q.  During  this  time  of  the  Renton  Ice  and  Ice 
Cream  Company,  you  never  received  a  check  pay- 
able to  you  personally,  is  that  correct? 

A.    Made  out  to  Hans  Forster? 

Q.     Made  out  to  Hans  Forster. 

A.     Well,  these  are. 

Q.     Well,  that  is  from  the  bank. 

A.     This  is  a  cashier's  check. 

Q.     That  is  from  the  Peoples  Bank  at  Renton? 

A.  Well,  but  somebody  must  have  put  the  money 
in  there  in  order  to  get  a  cashier's  check. 

Q.  Now,  you  did  that  there  according  to  what 
plan?  A.     Well,  Schneider 
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Mr.  Griffin:  (Interx^osing)  Just  a  moment,  I 
will  object  to  that.  [2682] 

Mr.  Moriarty:  I  will  withdraw  the  latter  part 
of  the  question. 

Q.     (By  Mr.   Moriarty):     Who   did  that? 

A.  Mr.  Schneider  sent  me  the  check,  and  he  is 
the  one  who  got  the  cashier's  check. 

Q.  Did  you  have  any  conversation  with  Mrs. 
Baskett  as  to  why  she  would  give  you  part  of  her 
check  payable  to  her? 

A.  In  fact,  I  don't  think  I  got  the  check  from 
Mrs.  Baskett.   I  got  it  from  Mr.  Schneider. 

Q.  Did  you  see  the  checks  yesterday  made  pay- 
able to  Maizie  Baskett? 

A.     That  is  right. 

Q.  And  endorsed  by  Maizie  Baskett  and  made 
payable  to  you?  A.     That  is  correct. 

Q.     And  deposited  in  Account  198? 

A.  It  was  no  crime  for  me  to  deposit  it  in  198 
if  somebody  can  give  me  a  check. 

Q.  Wasn't  there  some  reason  for  Mrs.  Baskett 
endorsing  that  check  to  you? 

A.  You  should  ask  Mrs.  Baskett  when  you  had 
her  on  the  stand.  She  didn't  tell  me.  I  got  the  check 
from  Mr.  Schneider,  and  he  said  that  is  the  [2683] 
division  Mr.  Taylor  made  out.  How  he  handled  it 
on  the  Renton  books,  I  don't  know.  So  far  as  I 
know,  it  Avas  a  fheck  sent  to  me. 

Q.  Was  there  at  any  time  a  discussion  between 
voii  and  Mr.  Tavlor  or  between  vou  and  Mr.  Schnei- 
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der  about  the  way  to  handle  these  checks  so  they 

wouldn't  be  payable  directly  to  you? 

A.     There  never  was  any  discussion  about  it. 

Q.     Was  there  ever  any  curiosity  on  your  part? 

A.  So  far  as  I  was  concerned,  I  never  asked  a 
question.  When  Mr.  Schneider  told  me  Mr.  Taylor 
made  the  division.  When  he  sent  me  the  checks 
made  out  to  him  and  endorsed  or  sent  me  the 
cashier's  check,  I  never  asked  any  question. 

Q.  When  you  got  this  check  from  Maizie  Bas- 
kett,  weren't  you  curious  why  she  was  giving  you 
a  check  for  $1,285? 

A.  I  wasn't  any  more  curious  about  her  sending 
me  her  endorsed  check,  than  Mr.  Schneider  sending 
me  his. 

Q.  What  was  the  arrangement  then  between 
Baskett,   Schneider  and  yourself,  originally? 

A.  There  was  no  arrangement.  We  was  one- 
third  stockholders,  and  as  far  as  I  was  concerned, 
there  was  [2G84]  no  arrangement  between  us,  as  far 
as  any  dividends  was  concerned,  or  any  salary  pay- 
ment, so  far  as  I  was  concerned.  They  had  a  cer- 
tain salary  that  we  agreed  on. 

Q.     And  you  didn't  care  what  you  got  out  of  it? 

A.     Well,  as  long  as  I  got  my  share. 

Q.     How  do  you  know  you  got  your  share? 

A.  As  long  as  Taylor  handled  the  books,  and 
made  distribution,  it  was  good  for  me. 

Q.  AVhen  you  got  a  check  from  Maizie  Baskett, 
that  didn't  mean  you  were  being  paid  by  the  Ren- 
ton  Ice  Cream,  did  it? 
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A.  Well,  of  course,  I  can  repeat  it  again.  I  left 
it  up  to  Mr.  Schneider.  He  was  the  president  and 
manager  of  the  corporation,  and  Mr.  Taylor  was 
the  accountant,  and  had  charge  of  the  l^ooks,  and 
when  he  told  me  this  was  my  share,  he  didn't  tell 
me  it  was  a  dividend,  he  didn't  tell  me  it  was  salary. 
That  was  satisfactory  to  me  and  I  put  it  in  my 
savings  account.  I  don't  know  what  is  wrong  about 
that. 

Q.  And  it  didn't  appear  in  your  income  tax 
report?  A.     I  don't  know  if  he  didn't.  [2685] 

Q.     You  found  out  it  didn't,  didn't  you? 

A.     Only  the  last  two  months. 

Q.     Only  here?  A.     Here. 

Q.     In  the  last  two  months? 

A.  When  the  investigation  started,  by  that  time 
I  didn't  know  anything  about  it. 

Q.  So  that  I  understand  your  testimony  to  be 
that  during  the  entire  time,  you  were  associated 
with  the  Renton  Ice  Cream  Company,  you  received 
checks  from  Mrs.  Baskett  and  didn't — and  cashier's 
checks  from  the  Renton  Bank,  and  it  didn't  arouse 
your  curiosity  as  to  the  way  it  was  being  paid? 

A.  I  don't  know  why  it  should  arouse  my  curi- 
osity. The  people  that  handled  it  at  Renton  Ice  and 
Ice  Cream'  Company  was  partners  of  mine.  Mr. 
Taylor  was  my  associate.  He  was  secretary  and 
treasurer  of  the  company,  and  when  he  sent  me  up 
a  check,  I  asked  Mr.  Schneider  what  it  was,  and  he 
said  Taylor  made  the  distribution  and  he  said  that 
was  my  share. 
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That  is  all. 

Q.     I  am  talking  about  the  checks  you  received. 

A.     I  am  talking  a]3out  the  checks. 

Q.  Wasn't  it  peculiar  to  be  receiving  a  [2686] 
check  from  Maizie  Baskett,  whom  you  knew  very 
slightly,  and  who  was  an  employee  of  the  Renton 
Ice  and  Ice  Cream  Company,  a  day  laborer,  send- 
ing you  a  check  in  that  amount? 

A.  AYell,  Mr.  Moriarty,  I  knew  Mrs.  Baskett 
before  she  was  married  to  Mr.  Baskett.  I  knew  her 
when  she  was  Miss  Harrington,  and  she  wasn't  a 
day  laborer  there,  as  far  as  I  was  concerned.  She 
v/as  one-third  stockholder. 

Q.    Wasn't  she  working  in  the  labor  department? 

A.  What  do  you  mean  "labor  department"?  She 
worked  in  the  ice  cream  department,  just  like  Mr. 
Schneider  rmi  the  plant. 

Q.  Having  her  working  there,  didn't  it  occur  to 
you  to  talk  to  her  about  why  you  were  getting  her 
checks  ? 

A.  Of  course  not;  I  don't  know  why  I  should 
have.  The  arrangement  was  made  by  two  people,  I 
definitely  trusted,  and  not  only  two,  but  so  far  as 
she  was  concerned,  her  husband,  I  always  trusted 
him  al]  the  way  through.  I  don't  know  what  is 
peculiar  about  it. 

Q.  If  you  were  one-third  owner  of  the  Renton 
Ice  and  Ice  Cream  Company [2687] 

A.     (Interposing)   That  is  right. 

Q.     (Continuing)   and  entitled  to   one-third 

of  those   profits,   why  didn't   you   receive   a  check 
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from  the  Renton  Ice  Cream  Company  for  your  divi- 
dend or  salary,  or  whatever  it  was? 

Mr.  Griffin:  I  object.  It  is  the  sixth  time  it  has 
been  asked  and  answered. 

Mr.  Moriarty:  I  will  ask  the  seventh,  if  per- 
mitted. 

Mr.  Griffin:  I  will  withdraw  the  objection  and 
you  can  ask  it  seven  times. 

Mr.  Moriarty:    And  we  might  get  an  answer. 

Mr.  Griffin:    Seven  times. 

The  Court:     Do  you  wdsh 

The  Witness:    I  Avould  like  it  repeated. 

The  Court:    Mr.  Reporter,  read  the  question. 

Mr.  Moriarty:    Read  the  question. 

(Whereupon,  preceding  question  in  two  parts 
and  interposed  answer  was  read  by  the  re- 
porter.) 

A.  Well,  the  division  of  this  check  was  made  by 
the  President  of  the  corporation,  and  by  the  Secre- 
tary and  Treasurer,  Hicks  Taylor.  If  they  figured 
it  as  dividend,  it  didn't  say  anything  on  it.  If  they 
figured  it  as  salary,  I  didn't  have  the  [2688]  slight- 
est idea.  I  was  satisfied  it  was  handled  in  the  right 
manner.  I  don't  know  why  I  should  have  ques- 
tioned them. 

Q.  (By  Mr.  Moriarty) :  I  mean  the  way  you 
were  getting  paid? 

A.  I  don't  know  why  I  should  have  questioned 
it. 

Q.     It  didn't  make  any  difference  to  you? 

A.     I  don't  know  why  it  should  have. 
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Q.     That  is  your  final  answer'? 

A.    That  is  right. 

Q.  I  will  ask  you:  did  you  eA-er  receive  a  check 
from  the  Renton  Ice  Company — Renton  Ice  Cream 
Company — payable  directly  to  you  at  any  time  dur- 
ing 1945  through  1949? 

Mr.  Griffin:    Objected  to  as  repetitious. 

The  Court:    Objection  sustained. 

Mr.  Moriarty:    Will  you  give  me  Exhibit  142? 

The  Clerk :    You  have  it. 

Q.  (By  Mr.  Moriarty) :  Now,  will  you  tell  the 
Jury  again  your  relationship  to  the  Apex  Farms? 

A.  I  was  president  of  Apex  Farms,  and  I  think 
fairly  close  to  two-thirds  interest  in  Apex  [2689] 
Farms. 

Q.  And  Apex  Farms  was  handled  by  Mr.  Chap- 
man and  Mr.  Hofeditz?  A.     No. 

Q.  The  checks  were  signed  by  them,  weren't 
they? 

A.  I  think  there  was  one  more  signature  out 
there  besides  Mr.  Chapman  and  Mr.  Hofeditz. 

Q.    Was  that  your  signature? 

A.  I  don't  know.  I  don't  think  I  ever  signed 
any  checks  there.  I  am  not  soo  sure  about  it, 
thongli. 

Q.  Handing  you  these  checks,  with  particular 
reference  to  the  May  19th,  May  31st  checks,  I  will 
ask  you  to  read  the  amounts  of  those  checks  in 
1949,  during  May  and  June  of  1949.  If  you  will 
read  those  checks  in  that  series? 

A.    You  mean  out  loud? 
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Q.    Yes.  A.     May  31,  1949,  $1,427.15. 

Q.  That  went  into  198.  Would  you  give  an 
explanation  of  how  it  went  into  198? 

A.  Yes.  These  checks  were  Equalization  checks 
between  the  milk  pool  that  was  handled  by  the  dif- 
ferent brands,  between  Finstad  and  Utgard,  and 
Apex  Farms,  and  Alpine  Dairy  and  Issaquah 
Creamery.  Alpine  Dairy  [2690]  was  the  one  that 
established  a  base  with  Consolidated  Dairy  Prod- 
ucts Cooperative  where  we  bought  the  milk  from, 
and  the  milk  that  came  from  Finstad  and  Utgard 
and  Apex  Farms  was  based  and  paid  for  on  a  base 
to  the  producer  tliat  had  probably  around  one-third, 
or  it  all  depends  on  what  the  percentage  was  dur- 
ing those  months,  being  paid  at  the  platform  price, 
which  is  the  price  that  goes  into  bottled  milk  and 
cream. 

The  other  one-third  to  Apex  Farms  on  a  surplus 
basis,  which  was  probably  a  ditference  of  $1.50  a 
hundred.  As  long  as  Alpine  Dairy  made  the  base, 
or  Consolidated  Dairy  Products,  then  Alpine  Dairy 
was  entitled  to  the  difference  between  the  platform 
price  and  the  surplus  price  that  was  paid  to  Fin- 
stad and  Utgard  because  Apex  Farms  didn't  have 
any  other  production  except  fresh  milk. 

In  other  words,  Apex  Farms  had  to  pay  in  this 
pool  arrangement  100  percent  for  all  of  the  milk 
they  received  at  platform  price,  but  during  the  sur- 
plus season,  they  got  some  milk  at  the  lower  price, 
and  as  long  as  Alpine  Dairy  had  to  supply  that  milk 
in  the  fall  and  winter  months,  when  the  milk  was 
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shorter,  to  Apex,  that  is  the  reason  they  was  en- 
titled to  this  difference  between  Class  1  and  Class 
2.   The  [2691]  difference  was  the  amount. 

Q.  That  is  payable  to  the  Issaquah  Creamery 
Company?  A.     That  is  right. 

Q.     How  did  it  get  into  your  account? 

A.  Well,  it  wasn't  correct,  because  the  reason 
it  came  out  to  Issaquah  Creamery  is  because  Mr. 
Erickson  at  Issaquah  figured  the  pool. 

In  other  words,  the  pool  arrangement  with  Con- 
solidated was  made  with  Issaquah  Creamery.  It 
wasn't  Issaquah  Creamery 

Q.     (Interposing)  That  was  entitled  to  it? 

A.  No;  because  the  platform  sales  of  fluid  milk 
was  established  by  the  Alpine  Dairy.  It  wasn't 
established  by  the  Issaquah  Creamery,  because  that 
is  where  we  handled  the  surplus  and  the  manufac- 
turing end. 

Q.  How  did  that  check  and  others  made  payable 
to  Issaquah  Creamery  get  into  your  account? 

A.  Because  Mr.  Erickson  didn't  have  any  place 
to  put  it,  to  credit  it,  on  the  Issaquah  Creamery 
books,  so  he  gave  it  to  me. 

Q.  Well,  the  Issaquah  Creamery  Company  had 
a  miscellaneous  account,  didn't  it? 

A.  I  don't  know.  If  he  had  an  account  to  put 
it  [2692]  in,  he  wouldn't  give  it  to  me.  I  didn't 
ask  for  it. 

Q.     Let  me  review  your  testimony: 

I  iniderstand  your  exx)lanation  of  how  many  of 
these  things  got  into  your  account  was  that  Mr. 
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Erickson  came  in  and  said  he  didn't  have  any  place 

to  pnt  it  on  your  books?  A.     That  is  right. 

Q.  Didn't  that  create  any  curiosity  on  your  part 
that  there  wasn't  some  place  on  the  books? 

A.  I  asked  several  times,  and  he  said  as  far  as 
he  Avas  concerned,  there  was  no  way  for  him  to 
go  ahead  and  credit  it. 

Q.     He  could  put  it  in  the  bank? 

A.     It  went  in  the  bank. 

Q.     But  in  your  personal  bank? 

A.  So  far  as  I  was  concerned,  the  Alpine  Dairy 
account  or  Alpine  Ice  Cream  account,  or  Issaquah 
Creamery  account  was  all  mine.  I  didn't  make  any 
distinction. 

Q.  And  if  he  didn't  know  where  to  put  it  and 
told  you  that,  you  said,  ''Give  it  to  me"? 

A.  I  don't  know  if  I  said  "Give  it  to  me,"  or 
not.  He  could  either  put  it  on  my  desk  or  put  it 
in  my  desk  drawer.  [2693] 

Q.  Well,  the  total  of  those  in  Exhibit  142 
amounts  to  $25,048.19,  and  they  all  went  into  your 
account?  A.     That  is  right. 

Q.  And  they  were  all  payable  to  the  Issaquah 
Crenmery  Company? 

A.  So  far  as  Issaquah  Creamery  was  concerned, 
if  it  should  have  went  any  place  if  it  wasn't  correct 
trying  to  put  it  in  my  account,  it  should  have  gone 
to  the  credit  of  Alpine  Dairy  account,  because  they 
established  the  base. 

Q.     Why  didn't  you  tell  him? 

A.     If  I  knew  then  what  I  know  the  last  four 
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years,  certainly  a  lot  of  things  would  have  been 

different. 

Q.  You  knew  April  10,  1946,  to  September  7, 
1919,  the  checks  were  being  continually  issued  to  the 
Issaquah  Creamery  Company  from  the  Apex 
Farms,  but  you  were  depositing  them  in  the  amount 
of  over  $25,000  which  was  properly  Alpine's? 

A.  So  far  as  I  was  concerned,  Alpine  Dairy  and 
Hans  Forster  was  the  same  thing.  I  didn't  see  any 
distinction  between  them. 

Q.  And  I  understand  you  to  say  account  198 
was  the  same  thing  too?  [2694] 

A.  Account  198  is  Avhere  I  got  the  funds  for 
Issaquah  Creamery  or  Alpine  Dairy  or  Apex 
Farms. 

Q.  But  Apex  Farms  took  a  deduction  for  this 
payment  on  their  income  tax  return,  didn't  they? 

A.     I  wouldn't  know,  Mr.  Moriarty. 

Q.  This  was  a  proper  charge  that  was  due  ac- 
cording to  the  books  at  the  Issaquah  Creamery 
Company  ? 

A.  I  wouldn't  know.  I  never  even  looked  at  my 
income  tax  return,  and  I  never  seen  Apex  Farms'. 
I  didn't  sign  it,  and  even  if  I  did,  I  wouldn't  have 
looked  at  it. 

Q.  You  stayed  away  from — was  the  reason  you 
stayed  away  from  looking  at  your  income  tax  re- 
turns the  fact  that  you  knew  that  it  didn't  reflect 
a  true  picture? 

A.  Well,  I  don't  know,  if  you  want  to  go 
back 
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Q.  (Interposing)  No,  I  am  just  asking  you  that 
question. 

A.  All  right;  so  far  as  I  am  concerned,  I  never 
looked  at  income  tax  returns  from  the  first  time 
I  ever  signed  one. 

I  don't  know  what  year  that  was,  maybe  [2695] 
in  the  '30s.  I  never  looked  at  one  of  them. 

Q.     That  isn't  answ^ering  my  question. 

Mr.  Griffin:     I  think  it  is. 

Q.  (By  Mr.  Moriarty  continuing)  :  I  am  asking 
you  if  the  fact  that  you  didn't  look  at  the  income 
tax  returns  was  because  you  knew  that  the  tax  re- 
turns did  not  reflect  the  facts? 

A.  That  didn't  have  anything  to  do  with  me  for 
not  to  look  at  the  income  tax  returns. 

Q.     You  knew 

A.  (Continuing)  I  never  looked  at  one  of  them 
from  the  first  one  that  I  had  to  sign,  I  don't  know 
what  year  it  was,  until  the  first  one  was  made  out 
by  Touche,  Niven,  and  Smart.  That  is  the  first  time 
they  said  I  had  to  take  a  look  at  an  income  tax 
return. 

Q.  Although  you  were  paying  money,  thousands 
o?  dollars,  on  your  income  tax  return? 

A.  That  is  right,  and  so  far  as  I  was  concerned, 
I  paid  the  right  amount. 

0.  During  all  these  periods,  it  never  occurred  to 
you  to  say  to  Mr.  Erickson,  ^' Those  should  1)e  made 
out  to  Alpine  Dairy,  those  Apex  Farm  checks"? 

A.  No,  so  far  as  I  was  concerned,  Hans  Forster 
and   Alpine   Dairy   was   the   same   thing.    T   never 
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questioned  and  he  never  asked  me,  or  Mr.  Taylor 

never  asked  me.  [2696] 

Q.    All  right 

Mr.  Keesling:  (Interposing)  If  I  may  ask,  coun- 
sel, the  checks  you  referred  to,  were  they  made  out 
by  Apex  or  by 

Mr.  Moriarty:  (Interposing)  Made  by  Apex  in 
favor  of  the  Issaquah  Creamery  Company  and  were 
])rought  in  hy  Mr.  Erickson  to  Mr.  Forster  because 
he  didn't  have  any  place  to  put  them. 

Mr.  Keesling:    The  makers  were? 

Mr.  Moriarty:  Mr.  Chapman,  and,  if  I  pro- 
nounce the  name  properly,  it  is  Hofeditz  in  each 
instance,  I  believe. 

Will  you  give  me  Exhibit  149? 

(Whereupon,  exhibit  was  handed  to  Mr.  Mo- 
riarty by  the  Clerk.) 

Q.  (By  Mr.  Moriarty) :  Mr.  Forster,  you  be- 
came interested  in  Finstad  and  Utgard  sometime 
in  1943,  wasn't  it? 

A.  I  would  think  so.  I  can't  tell  you  the  exact 
date. 

Q.  And  you  became  interested  in  that  because 
Cook  and  Grant,  that  were  handling  the  ice  cream 
machines,  were  working  the  market  both  ways,  as 
I  recollect? 

A.  I  don't  know  if  you  call  it  "market  both 
ways."  [2697] 

Q.  Well,  tell  us  what  your  conversation  was  with 
Mr.  Cook  or  Mr.  Grant  about  he  having  an  interest 
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in  Finstad  and  Utgard,  and  that  you  kidded  liim 

about  it? 

A.  Well,  of  course,  before  Mr.  Grant  came  to 
be  Northwest  District  Manager  for  Mills  Novelty 
Company,  the  people  that  made  those  ice  cream 
freezers  for  those  ice  cream  stores,  Mr.  Husset  was 
the  man  I  dealt  with  before,  and  then  Mr.  Grant 
replaced  him.  We  worked  together  for  quite  a  num- 
ber of  years,  and  I  helped  him  make  down  pay- 
ments to  some  of  the  customers,  and  that  way,  we 
got  mix  contracts  on  an  overage  basis  at  ten  cents 
a  gallon,  or  whatever  the  case  may  be,  imtil  part 
of  this  down  payment  Avas  paid  off,  and  one  of  the 
mix  companies  that  was  a  competitor  in  the  field 
was  Finstad  and  Utgard. 

Mr.  Grant  actually  didn't  tell  me.  I  got  it  from 
somebody  else  that  he  was  making  a  hook-up  or 
made  a  hook-up,  with  Finstad  and  Utgard,  and, 
naturally,  he  was  taking  his  merchandise  agree- 
ments, or  down  payments,  up  to  Conway. 

So,  when  I  met  him  one  day,  I  kidded  him  a1)out 
it.  "I  suppose  you  figure  there  is  more  money  in 
making  the  mix  than  going  out  and  selling  [2698] 
the  freezers,  and  you  like  to  get  a  profit  in  making 
the  mix,  too,  as  well  as  selling  the  freezers";  and 
he  said,  "I  think  you  probably  got  it  figured  out"; 
and  that  is  the  reason  I  got  it  figured  out,  and  we 
let  it  alone  for  awhile,  and  the  next  time  I  seen 
him,  he  said,  "Would  you  be  interested  in  ]iuying 
Finstad  and  Utgard  ouf?" 

Q.    He  took  your  hint,  then?  A.    What? 
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Q.  He  took  your  hint  that  he  had  better  get  out 
of  Finstad  and  Utgard  if  lie  wants  to  do  ])U3iness 
with  you? 

A.  If  you  know  Mr.  Grant,  he  doesn't  take 
hints. 

Q.     You  were  hinting,  Mr.  Forster? 

A.     No,  I  kidded  him. 

Q.  And,  as  a  result  of  that  meeting,  he  indi- 
cated he  was  willing  to  sell  to  you ;  is  that  your 
testimony  ? 

A.  Well,  if  you  take  a  look  at  the  figure  what 
those  boys  paid  for  it,  and  afterwards  what  I  paid 
to  them,  they  made  a  very  nice  profit  on  it. 

Q.     You  didn't  do  too  badly,  either,  did  you? 

Mr.  Griffin :    I  didn't  hear.  [2699] 

Q.  (By  Mr.  Moriarty) :  You  didn't  do  too 
badly,  either,  did  you? 

A.    At  the  time  I  bought  it? 

Q.    No,  during  these  years? 

Mr.  Griffin :  Well,  that  is  a  conclusion.  The  ulti- 
mate lawsuit  may  show  whether  he  did  or  not. 

Q.  (By  Mr.  Moriarty) :  Mr.  Forster,  handing 
you  Exhibit  149,  which  purports  to  be  a  series  of 
r-hecks  from  1943  to  February  28,  1950,  made  out 
to  Finstad  and  Utgard — by  Finstad  and  Utgard  to 
Mary  Finstad,  as  T  recollect  your  testimony  at  the 
initial  meeting,  you  had  an  arrangement  with  Mr. 
Egeness,  is  that  correct?  A.     Egeness? 

Q.     Egeness,  about  salary;  is  that  correct? 

A.     That  is  right. 
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Q.  And  what  did  you  tell  Mr.  Egeness  about 
salary  ? 

A.  We  made  a  salary  on  the  j^asis  of  $300  a 
month,  plus  10  percent  bonus  on  the  profit.  That 
was  the  arrangement  I  had  with  Mr.  Egeness. 

Q.     And  Mr.  Taylor  was  there? 

A.  I  don't  know  if  Taylor  was  there  when  I  had 
the  arrangement  Vvdth  Egeness,  so  far  as  salary  was 
concerned.  I  wouldn't  know. 

Q.     You  heard  Mr.  Egeness  testify,  did  you  not? 

A.    Yes.  [2700] 

Q.  And  he  testified  that  his  salary  was  raised 
to  $600? 

A.     Well,  him  and  I  never  had  that  arrangement. 

Q.     Well,  who  made  the  arrangement? 

A.     Hicks  Taylor  did. 

Q.     When  was  that;  were  you  present? 

A.  Not  when  he  made  the  arrangement  mth 
Egeness  as  far  as  that  part  of  the  salary.  Egeness 
and  I  had  an  understanding  of  $300  a  month  and 
10  percent  of  the  profits  from  the  time  that  we 
started  until  we  sold  out. 

Q.  From  the  day  you  became  connected  with 
Finstad  and  Utgard,  these  payments  started  to  go 
to  Mrs.  Finstad? 

A.  I  wouldn't  know.  I  never  looked  at  the 
books,  and  never  made  out  any  checks  or  asked 
questions.  Taylor  and  Verne  Egeness  handled  it, 
and  after  I  am  in  there,  we  agreed  on  the  buying 
price  and  that  is  all  I  had  to  do  with  it. 

Q.     Mr.  Taylor  reported  to  you  at  tlio  time  Mr. 


United  States  of  America  lOHl 

(Testimony  of  Hans  Forster.) 

Simonson  raised  his  salary  down  at  Simonson  and 

Forster  by  $100?  A.     That  is  right. 

Q.  But  during  this  period  of  time,  he  never 
made  [2701]  any  comment  about  Mr.  Egeness's  pay- 
ments to  Mrs.  Finstad? 

A.  Of  course,  since  I  have  been  in  here  now,  I 
know  all  about  this.  You  are  trying  to  confuse  me 
on  the  issues. 

Q.     I  am  not  trying  to  confuse  you. 

A.  You  want  me  to  tell  you  what  actually  hap- 
pened during  the  time  when  we  went  in  there  ten 
years  ago? 

Q.    Yes. 

A.  Well,  that  is  the  definite  fact  and  recollec- 
tion I  have  of  the  deal.  Egeness  and  I  talked  about 
salary  and  he  told  me  he  was  getting,  under  the 
arrangement  when  he  was  one-fouii:h  owner  with 
the  Finstad  and  Utgard  deal,  was  run,  and  I  told 
him  I  would  just  as  soon  work  on  a  bonus  basis,  if 
he  could  show  a  profit  he  could  have  ten  percent 
of  the  profits  beside  the  same  salary  he  was  getting 
under  the  arrangements  with  Grant  and  Cook  and 
— I  don't  know  who  the  other  partner  was,  but 
Grant  finally  bought  him  out,  and  he  said  it  was 
perfectly  satisfactory  with  him,  and  it  was  satisfac- 
tory from  the  day  we  bought  it  until  the  day  we 
had  to  sell  it. 

Q.  All  right;  in  1944  in  a  financial  statement 
you  claimed  one-third  interest  in  Finstad  and  Ut- 
gard [2702]  on  your  financial  statement,  didn't 
you? 
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A.  I  ^Youldn't  Imow.  If  I  had  one-third  interest, 
that  is  what  they  claimed.  I  didn't  put  it  down  on 
the  paper.  So  far  as  I  knew,  I  was  buying  the  con- 
tract from  the  balance  due  to  Mrs.  Finstad  and  if 
it  was  one-third,  or,  as  far  as  I  was  concerned,  it 
was  100  percent  owner  when  everything  was  paid. 
When  it  was  paid,  I  don't  know. 

Q.     You  paid  out  Cook  and  Grant? 

A.     That  is  right,  and  I  paid  out  Egeness. 

Q.  And  you  paid  out  Egeness  and  took  over  the 
contract  that  these  three  had  with  the  widow  Fin- 
stad? A.     That  is  right. 

Q.  And  during  this  period  of  time,  Mr. — Mrs. 
Finstad  got  $300  a  month  payable  in  quarterly  in- 
stallments that  were  charged  against  Mr.  Egeness 's 
salary  ? 

A.     I  never  knew  it  was  for  or  against. 

Mr.  Grriffin:  I  can't  follow  when  both  are  talking 
at  the  same  time,  if  the  Court  please. 

Mr.  Moriarty:  Excuse  me.  You  may  finish  youi' 
answer. 

The  Court :  T  believe  the  answer  interrupted  the 
question.   T  suggest  you  restate  the  question.  [2703] 

Mr.  Moriartv:    T  would  like  to  have  him  read  it. 

The  Court:  All  right,  Mr.  Reporter;  read  the 
question. 

The  Witness:    Read  the  question. 

(Whereupon,   precedin.2:   question   was    read 
by  the  reporter.) 

I  guess  she  did.    I  wouldn't  know. 

Q.     ("By  ]Mr.  Moriarty)  :     Xow,  calling  your  at- 
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tention  to  the  same  exhiJDit  with  particular  refer- 
ence to  two  checks  dated  February  28,  1950,  payable 
to  Mrs.  Mary  Finstad  for  $2500.00  and  another  on 
the  same  date  for  $2,000,  dated  February  28,  1950, 
and  not  then  signed  by  Mr.  Egeness  but  signed  by 
Mr.  Utgard;  do  you  have  any  recollection  of  that 
event  where  forty-five  himdred  dollars  was  paid  to 
Mrs.  Finstad  on  February  28,  1950  f 

A.  Well,  so  far  as  I  knew,  that  finished  up  the 
contract. 

Q.  Well,  as  I  understand  from  your  testimony 
at  about  this  time  you  and  Mr.  Taylor  and  Mr. 
Erickson  went  up  to  Conway  because  Mr.  Taylor 
was  having  some  difficulty  and  Mr.  Erickson  was 
to  be  familiarized  with  the  books.  Would  that  re- 
fresh your  recollection! 

A.  No,  I  think  that  was  at  a  later  date  [2704] 
than  February  28th. 

Q.  And  on  that  date,  the  salary  charges  ceased 
being  made  to  Mr.  Egeness's  account;  does  that 
refresh  your  recollection? 

A.  Well,  I  don't  know  anything  about  the  ar- 
rangements of  Mr.  Egeness's  salary  account.  His 
arrangements  with  me  on  the  salary  was  10  percent 
of  the  profit,  and  it  lasted  until  we  sell  the  business 
and  we  had  the  arrangement. 

Q.  Did  you  ever  pay  him  10  percent  of  the 
profit  ? 

A.  Mr.  Taylor  arranged  it,  and  so  far  as  I  know, 
he  received  it  every  year. 
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Q.  Did  you  figure  out  any  of  the  profits  during 
that  period  of  time? 

A.  No,  Mr.  Taylor  figured  out  the  profits  for 
Mr.  Egeness. 

Q.  And  you  have  no  explanation  for  these  two 
checks  signed  by  Mr.  Utgard  ? 

A.  All  I  know  is  that  this  looks  like  it  was  the 
final  payment  to  Mrs.  Finstad. 

Q.  I  am  curious  about  the  two  checks  on  that 
date.  A.     I  don't  know. 

Q.     You  don't  know?  [2705] 

Mr.  Keesling :    Is  that  a  1950  date  ? 

Mr.  Moriarty:    February  28,  1950. 

Mr.  Keesling:    1950? 

Mr.  Moriarty:    Yes. 

Q.  (By  Mr.  Moriarty) :  During  all  of  these 
years,  you  figured  Mr.  Egeness's  salary  was  $300? 

A.  $300  a  month  and  10  percent  of  the  profit, 
yes. 

Q.     And  you  never  looked  at  the  books? 

A.     No. 

Q.  How  much  did  you  pay  Cook  and  Grant  at 
the  time  that  you  initiated  the  Finstad  and  Utgard 
transaction  ? 

A.  I  think  the  total  amomit  that  I  paid  Grant 
and  Cook  and  Egeness 

Q.     (Tnter])osing)  I  mean  the  original. 

A.     (Continuing)  was  forty  thousand  dollars 

phis  taking  over  the  contract  to  Mrs.  Finstad. 

T  don't  kn<^vr  whnt  tlie  bnlniice  was,  but  that  was 


United  States  of  America  1065 

(Testimony  of  Hans  Forster.) 

the  amount  that  those  three  fellows  got  for  their 

interest. 

Q.     And  you  drew  a  check  on  the  Alpine  Daiiy? 

A.  ^Vherever  Taylor  told  me  to  draw  it  on,  that 
is  where  I  drew  it  on,  if  it  was  Issaquah  Creamery 
or  [2706]  Alpine  Dairy,  or  if  I  paid  out  of  my 
savings  account,  I  couldn't  tell  you. 

Q.  When  Mr.  Erickson  wasn't  there  when  the 
check  came  in,  did  you  have  any  conversation  with 
Mr.  Erickson  as  to  how  that  forty  thousand  dollars 
was  to  l)e  charged?  A.    AVith  who? 

Q.    With  Mr.  Erickson. 

A.  I  didn't — I  didn't  talk — say  anything  to  Mr. 
Erickson,  how  we  should  charge  it,  or  what.  I  don't 
even  know  if  he  made  out  the  check.  I  haven't  got 
the  slightest  idea  how  he  is  supposed  to  charge  it. 

Q.     The  point  I  am  getting  at  is 

A.     (Interposing)  Yes? 

Q.     (Continuing)  that  you  were  at  Conway 

when  this  transaction  was  completed? 

A.  I  take  it  if  it  was  at  Conway,  we  went  up 
there,  Mr.  Grant  and  Mr.  Taylor  and  myself.  I 
don't  know  if  Mr.  Cook  was  along.  Mr.  Taylor  went 
over  the  books,  and  I  am  sure  it  wasn't  finished  up 
up  there.   T  think  it  was  finished  up  down  here. 

Q.     In  Seattle? 

A.     I  think  in  Mr.  Croson's  office. 

Q.     Mr.  Erickson  wasn't  present?  [2707] 

A.     No,  Mr.  Taylor  was. 

Q.    Mr.  Taylor  was?  A.     Yes. 
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Q.  But  the  check  that  was  paid  would  come  to 
Issaquah,  wouldn't  it? 

A.  Well,  you  will  have  to  repeat  that.  I  didn't 
get  it. 

Q.  The  check  that  you  paid  to  Cook  and  Grant 
would  come  to  Issaquah? 

A.    You  mean  the  cancelled  check? 

Q.    Yes. 

A.  Well,  yes,  it  would  go  to  the  bank  and  I 
suppose  they  send  them  up. 

Q.  And  Mr.  Erickson  would  check  the  cancelled 
checks;  Mr.  Taylor  didn't  do  that? 

A.  I  don't  think  anybody  did  the  way  it  sounds 
to  me  the  last  couple  of  years. 

Q.    Well,  what  was  he  supposed  to  do  ? 

A.  Well,  between  Mr.  Taylor  and  Mr.  Erickson 
they  are  supposed  to  take  care  of  my  bookkeeping 
department. 

Q.  Well,  was  Mr.  Erickson  supposed  to  take  the 
cancelled  checks  and  check  them  off  the  register? 

A.  I  never  gave  Mr.  Erickson  any  instructions 
on  what  he  should  do  in  the  bookkeeping,  or  what 
he  [2708]  should  do  about  it.  He  had  moved 
directly  under  Mr.  Taylor,  and  Mr.  Taylor  told  Mr. 
Erickson  to  handle  the  checks.  You  will  have  to  ask 
Mr.  Taylor.   I  couldn't  tell  you. 

Q.  You  mean  to  say  you  didn't  know  that  the 
cancelled  checks  of  the  Alpine  Dairy  and  Issaquah 
Creamery  Company — at  any  time  during  the  time 
that  you  were  rumiing  this  business,  that  you  did 
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not  know  those  checks  came  to  Issaquah  and  were 

handled  by  Mr. 

A.  (Interi:»osing)  I  know  they  came  to  Issaquah, 
because  I  have  picked  a  lot  of  them  up,  the  package 
at  the  Peoples  Bank  once  a  month. 

Q.     Who  did  you  deliver  them  to? 

A.     I  delivered  them  to  Mr.  Erickson. 

Q.  Now,  some  of  these  checks  were  on  this 
pocket  checkbook  that  you  carried  around  with  the 
Alpine  Dairy  stamp  on  it? 

A.     That  is  right. 

Q.     Now,  he  wouldn't  know  what  those  were  for? 

A.    Who  wouldn't? 

Q.    Mr.  Erickson. 

A.  Well,  I  wrote  on  every  stub  what  it  was  for, 
and  wiio  it  was  made  out  to.  [2709] 

Q.     Where  are  those  stubs? 

A.  I  gave  him  all  the  stubs,  every  one  of  them. 
If  I  had  some  of  the  book  at  the  end  of  the  month, 
I  tore  paii:  of  them  out,  and  if  I  finished  a  check- 
iDook  up  during  the  middle  of  the  month,  I  had  him 
give  me  another  book  and  he  put  the  Alpine  Dairy 
stamp  on  it. 

Q.  Wouldn't  he  have  to  ask  you  still  some  ques- 
tions on  what  they  were  for,  whether  they  were 
Inisiness  expenses,  plant  expenses,  truck  expenses 
or  supplies? 

A.     I  marked  it  on  it  what  it  was. 

Q.     Have  you  any  of  those? 

A.  If  he  should  have  asked,  he  certainly  could 
have. 
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Q.  Have  you  any  of  those  stubs  for  the  Provi- 
dence Hospital,  the  check  that  is  in  evidence*? 

Mr.  Griffin:  Any  stub  for  what?  I  didn't  get 
that. 

Mr.  Moriarty:  For  the  Providence  Hospital 
check  that  is  in  evidence. 

A.     I  haven't  got  any  stul)s. 

Q.  (By  Mr.  Moriarty)  :  In  other  words,  when 
you  got  rid  of  that  stub  and  completed  taking  out 
the  checks,  you  handed  it  [2710]  all  to  Mr.  Erick- 
son,  and  expected  Mr.  Erickson  to  do  his  duty  and 
make  the  entries? 

A.  That  is  right;  after  I  gave  it  to  him,  that  is 
all  I  had  to  do  with  it. 

Q.  But  when  he  came  in  and  told  you  he  didn't 
know  where  to  enter  certain  pajanents  to  the  Issa- 
quah  Creamery  and  Alpine  Dairy,  he  put  them  on 
your  desk,  or — and  you  deposited  them  in  198? 

A.     That  is  right,  yes. 

Q.  You  have  no  recollection  of  Mr.  Utgard  writ- 
ing those  checks  out  on  February  28,  1950,  although 
they  were  in  payment  for  your  stock? 

A.  I  don't  even  know  if  I  gave  him  the  order. 
You  might  ask  Mr.  Taylor.  I  think  Mr.  Taylor 
made  out  those  checks.  It  looks  to  me  like  it  is 
his  signature. 

Q.  His  signature?  This  is  Mr.  Utgard 's  signa- 
ture. A.    I  mean 

Q,     (Interposing)  Aren't  those  checks  on 


Mr.  Griffin:     (Interposing)  Let  him  complete  his 
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answer.    He   started   to   say   "signature,"   and   he 

meant 

Mr.  Moriarty:    Well [2711] 

Q.  (By  Mr.  Moriarty) :  Is  the  payee  in  the 
name,  written  "Mary  Finstad"  written  by  Mr.  Tay- 
lor? A.     I  am  just  about  positive,  yes. 

Q.  Then  you  must  have  been  present  when  they 
were  written? 

Mr.  Griffin:     Objected  to  as  argumentative. 

Q.  (By  Mr.  Moriarty  continuing) :  Well,  were 
you  present? 

A.  I  couldn't  tell  you.  I  would  say  I  went  up 
there  with  Mr.  Taylor  so  I  would  say  nine  times 
out  of  ten,  maybe  not  quite  that  close,  but  just 
about  every  time,  we  tried  to  fit  our  time  so  that 
we  went  up  there  together,  so  that  I  probably  was 
there. 

Q.  Mr.  Taylor  wouldn't  have  written  those  two 
checks  on  that  day  without  talking  to  you,  would 
he?  A.     I  am  quite  sure  he  wouldn't,  no. 

If  I  was  up  there  or  not,  I  can't  tell  you. 

Q.  Even  if  you  weren't  up  there,  he  would  have 
talked  to  you  about  it?  A.     Before? 

Q.     Yes.  A.     That  is  right. 

Q.  Does  t]iat  refresh  your  recollection  [2712] 
anyway  ? 

A.  No,  I  can't  tell  you  if  I  was  up  there  that 
day  or  wasn't  there.   It  is  impossible. 

Q.     That  is  your  answer?  A.     Yes. 

Mr.  Moriarty:  May  I  have  Exhibits  221  and 
222? 
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(Whereupon,  Exhibits  were  handed  to  Mr. 
Moriarty  by  the  Court.) 

Q.  (By  Mr.  Moriarty) :  Mr.  Forster,  that  Fin- 
stad  and  Utgard  deal  was  one  of  the  deals  that  Mr. 
Taylor  questioned  the  advisability  of,  as  I  recollect 
your  testimony  in  direct? 

A.  Yes;  oh,  I  don't  think  he  questioned  it  so 
much  excei)t  that  he  felt,  before  he  went  up  there, 
before  he  looked  over  the  books,  that  he  couldn't 
see  how  it  would  try  to  fit  too  well  into  the  rest  of 
the  plar.ts  but  after  I  explained  it  to  him,  what  I 
was  trying  to  do  with  taking  this  independent  pro- 
ducer, that  didn't  belong  to  Cooperatives,  and  I  felt 
that  a  lot  of  my  producers  in  King  County  and 
Snohomish  County,  l^eing  sigTied  up  by  the  Farm- 
ers' Cooperatives  that  I  would  probably  benefit  by 
going  into  Skagit  County,  especially  since  my  com- 
X)etitors  [2713]  went  into  Whatcom  and  down  to 
Lewis  County.  I  tried  to  expand  my  supply  of  pro- 
duction from  Producers. 

Q.  And  did  you  discuss  with  Mr.  Taylor  at  that 
time  when  you  were  explaining  to  him  how  it  would 
work  out,  how  the  payments  to  Mrs.  Finstad  were 
going  to  l)e  made? 

A.  We  never  discussed  the  payments,  how  the 
contract  was  going  to  get  paid,  if  T  was  going  to  get 
a  salary,  or  what  the  deal  was. 

We  handled  it  Avith  Mrs.  Finstad  and  Mr.  Ege- 
ness,  and  how  it  was  done,  I 

Q.  dntorposiniO  Yon  know  that  Mrs.  Finstad 
hnr]  to  <'-ot  iv-.v1.  rli flirt  vou  ? 


i 
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A.     That  is  right,  yes. 

Q.     You  were  taking  over  a  contract? 

A.     That  is  right. 

Q.  And  one  of  the  discussions  with  Mr.  Taylor, 
I  presume,  was  about  the  payments  that  had  to  be 
made  in  the  future? 

A.  Well,  Mr.  Taylor — I  don't  even  know  what 
the  balance  was,  the  actual  balance  was,  that  Cook 
and  Grant  and  Egeness  owed  Mrs.  Finstad. 

Q.  Did  you  go  into  this  deal  not  knowing  what 
was  owing  Mrs.  Finstad?  [2714] 

A.  I  couldn't  tell  you  today.  I  think  it  was 
around  twenty  thousand  dollars;  but  if  it  was 
twenty-one  or  nineteen,  I  couldn't  tell  you.  Mr. 
Taylor  kept  track  of  the  balance,  and  how  the  pay- 
ments should  be  made. 

Q.  And  you  discussed  that  with  Mr.  Taylor.  You 
convinced  him  it  was  a  good  deal.  I  mean,  the 
whole  matter  was  discussed,  wasn't  it? 

A.  Well,  we  discussed  the  purchase  price,  the 
amount  that  I  was  going  to  pay  those  three  part- 
ners. 

Q.     Not  the  monthly  payments? 

A.  Well,  it  wasn't  monthly  payments.  I  think 
half  of  it,  or  one-third  of  it,  I  think  thirteen  thou- 
sand dollars  was  paid  when  we  went  in  there,  and 
T  think  another  thirteen  thousand  three  hundred 
thirty-three  dollars  was  paid  six  months  later.  I 
don't  just  exactly  know,  and  then  another  the  year 
afterwards.  You  must  have  the  contract  here  some 
place. 
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Q.     I  have  the  checks  also.  A.    All  right. 

Q.  Aren't  those  the  checks,  Mr.  Forster?  And 
they  are  paid  October  30,  1943,  December  31,  1943, 
June  30,  1943?  [2715] 

A.  Well,  you  didn't  ask  me  about  those.  You 
asked  me  about  the  payments  I  paid  to  the  partners 
on  forty  thousand  dollars. 

Q.  No,  I  was  going  to  get  what  your  conversa- 
tion with  Mr.  Taylor  was  at  the  time  Mr.  Taylor 
told  you  it  was  a  poor  deal  and  you  convinced  him 
it  was  a  good  deal,  and  there  was  a  discussion  there, 
and  I  thought  at  the  time  that  there  was  also  a 
discussion  with  Mr.  Egeness  about  his  salary,  but 
you  apparently  say  Mr.  Taylor  wasn't  there  at  the 
time  you  discussed  his  salary. 

A.  When  Mr.  Grant  first  approached  me  of  try- 
ing to  be  interested  in  Finstad  and  Utgard,  I  lis- 
tened to  him,  and  I  said,  "Well,  I  like  to  go  ahead 
and  see  if  we  can  work  out  a  deal." 

At  that  time,  the  Grade  A  milk  of  Finstad  and 
Utgard  was  coming  to  Kristoferson,  and  I  knew 
that  Kristoferson  was  interested  in  it,  but  I  said, 
"You  will  have  to  go  up  and  see  Hicks  Taylor,  and 
if  3^ou  can  sell  him  a  bill  of  goods,  I  am  sure  we 
can  work  out  something." 

And  he  went  up  to  see  Hicks  Taylor,  and  he  came 
back,  and  he  said,  "Well,  that  guy  is  not  too  much 
interested  in  it.  I  guess  I  probably  try  to  make  a 
deal  with  Kristoferson."  [2716] 

And  I  said,  "What  seems  to  be  the  trouble?" 

And  he  says,  "He  didn't  figure  it  would  benefit 
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too  much,  about  going  up  to  Skagit  County  and  take 

over  this  operation." 

And  I  said,  "Well,  I  will  talk  to  Hicks  Taylor 
about  it,  and  I  will  give  you  a  ring." 

And  that  is  when  Taylor  and  I  had  the  discussion. 

Q.     What  was  that? 

A.  The  discussion  was  before  Hicks  Taylor  ever 
was  up  at  Conway. 

Q.     And  did  you  discuss  the  payments? 

A.  It  didn't  have  nothing  to  do  with  the  pay- 
ments. The  original — if  it  was  a  good  idea  in  going 
in  there  didn't  have  nothing  to  do  v/ith  any  kind  of 
arrangement  of  how^  to  buy  it,  or  when  to  buy  it. 

It  w^as  the  idea  of  going  into  Skagit  County  and 
buying  Finstad  and  Utgard.  That  is  the  decision  we 
had  to  make.  There  was  no  use  for  him  to  go  over 
the  books  if  he  didn't  see  eye  to  eye  on  the  deal, 
and  doesn't  figure  we  should  do  it. 

Q.  You  don't  claim  that  Mr.  Taylor  also  ad- 
vised you  on  your  sales  procedures  and  your  deal- 
ings with  the  Cooperatives,  do  you?  [2717] 

A.     With  the  who? 

Q.  On  your  dealings  with  the  Cooperatives  and 
the  development  of  your  outlets? 

A.  Well,  he  definitely  helped  me  so  far  as  deal- 
ing with  the  customers  is  concerned.  Hicks  Taylor 
took  my  place,  and  went  in  to  meetings  with  the 
Cooperatives  and  in  to  meetings  with  the  Dealers. 
He  advised  me  what  to  buy  and  not  buy,  and  if  I 
wasn't  a  good  enough  salesman  to  sell  him,  we 
should  go  into  it,  we  didn't. 
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There  are  other  things  I  thought  was  a  good  thing 
and  he  convinced  me  it  wasn't,  and  we  dropped  it. 

Q.  And  in  the  Finstad  and  Utgard  deal,  you 
convinced  him  it  was  a  good  idea? 

A.     That  is  right. 

Q.  Without  reference  at  all  to  what  had  to  be 
paid  to  widow  Finstad  and  to  Grant  and 

A.  (Interposing)  Oh,  yes.  It  was  discussed,  the 
total  amount  had  to  be  paid.  The  whole  deal 
amounted  to  around  sixty  thousand  dollars. 

Q.  What  instructions  did  you  give  Mr.  Taylor 
as  to  how  Mrs.  Finstad  was  to  be  paid? 

A.  I  didn't  give  Taylor  any  instructions  how 
she  Avas  to  be  paid.  After  we  agreed  that  at  least 
we  [2718]  should  take  a  look  at  it,  we  went  up  there 
with  Cook  and  Grant  and  Hicks  Taylor. 

Q.    And  Egeness? 

A.  Egeness  was  at  the  plant  already.  He  has 
been  up  there  for  the  last  twenty  years. 

Hicks  Taylor  went  in  the  office,  and  we  met  Mr. 
Utgard,  and  Hicks  Taylor  went  over  the  books  while 
I  went  through  the  plant  and  looked  at  the  equip- 
ment with  Mr.  Egeness,  and  after  three  or  four 
hours — I  don't  know"  how  long  it  took — Hicks  Tay- 
lor told  me,  and  he  told  Egeness,  that  the  books 
looked  all  right,  and  if  he  could  make  a  deal,  that 
he  couldn't  see  why  something  couldn't  be  worked 
out,  and  from  there  on,  we  went  and  the  actual  deal 
was  made  in  Mr.  Croson's  office. 

Q.  And  you  never  bothered  in  the  four  or  five 
years  to  find  out  how  the  widow  was  being  paid? 
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A.     No,  I  never  bothered  or  asked  anybody. 
Mr.  Moriarty:     We  will  pass  to  another  matter 
at  this  time,  if  the  Court  please. 

The   Court:     All   right.   Ladies   and   Gentlemen 
of  the  Jury: 

We  will  now  take  the  mid-morning  recess,  and 
the  Court  calls  your  attention  to  the  admonition 
given  on  similar  occasions,  and  asks  that  you  heed 
it  [2719]  on  this  occasion. 
You  may  now  be  excused. 

(Whereupon,  the  Jury  retired  from  the  court- 
room.) 

(Whereupon,  at  11:00  o'clock  a.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  11:15  o'clock  a.m.  March  31,  1954, 
at  which  time,  counsel  and  defendants  hereto- 
fore noted  being  present,  the  following  pro- 
ceedings were  had,  to-wit:) 
The  Court :    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 
Mr.  Moriarty:    Yes,  your  Honor. 
Mr.  Griffin:    Yes,  your  Honor. 
The  Court:     You  may  proceed,  Mr.  Moriarty. 
Q.     (By  Mr.  Moriarty)  :    Mr.  Forster,  what  year 
did  you  become  interested  in  Simonson  and  Forster, 
Incorporated,     doing    business    as    the    Puyallup 
Creamery  Company? 
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A.  I  can't  give  you  the  exact  date.  I  think  it 
was  in  the  middle  thirties. 

Q.  In  the  middle  thirties;  and,  as  I  [2720]  re- 
collect your  testimony,  Mr.  Simsonson  was  buying 
down  in  that  area  and  you  were  looking  for  an 
outlet  for  your  fresh  milk  from  the  Alpine  Dairy? 

A.     No. 

Q.     Well,  what  was  it? 

A.  Mr.  Simonson  was  manager  of  the  Red  Rock 
Creamery  at  Kent,  working  at  that  time  for  it  and 
then  later  on  Kraft  Cheese  bought  it  out,  and  we 
was  buying  milk  in  upper  Kent  territory,  and 
there  was  competitors  in  the  field  of  buying  this 
milk  at  that  time. 

That  is  when  I  got  acquainted  with  Mr.  Simon- 
son  and  he  told  me  that  the  Puyallup  Creamery  was 
for  sale  and  that  he  never  been  in  business  for 
himself,  and  wondered  if  I  was  interested  in  going 
in  with  him,  and  I  told  him  that  if  it  didn't  take 
too  much  money,  I  would  be  interested  in  it. 

Q.    What  year  was  that? 

A.     I  say  sometime  in  the  middle  thirties,  I  guess. 

Q.     1935? 

A.  I  would  say  yes.  I  can't  tell  you  the  exact 
year. 

Q.     And  what  did  you  and  he  do? 

A.  Well,  we  looked  it  over,  and  I  guess  we 
[2721]  bought  it. 

Q.    You  put  up  $1,250? 

A.     I  think  $1,250  apiece. 

Q.    And  bought  Puyallup  Creamery  for  $2500? 
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A.    Well,  that  was  the  down  payment. 

Q.  That  was  the  down  payment;  well,  how  were 
the  other  payments  arranged? 

A.     I  haven't  got  the  slightest  idea. 

Q.     How  much  did  you  pay  for  if? 

A.  I  don't  know.  That  is  twenty  years,  and  I 
couldn't  tell  you  how  much  we  paid. 

Q.  As  a  result  of  that,  you  got  an  outlet  for 
your  fresh  milk  in  Tacoma? 

A.  Well,  at  that  time,  he  wasn't  in  Tacoma,  just 
in  the  Puyallup  Valley,  and  then  he  went  later  on 
into  fresh  milk,  but  from  what  I  remember,  I  don't 
think  there  was  any  fresh  milk  distribution  to  start 
out  with.  I  think  we  got  into  fresh  milk  ourselves. 

Q.     Under  Puyallup  Creamery? 

A.  Under  Puyallup  Creamery  and  Simsonson 
and  Forster. 

Q.  In  other  words,  you  supplied  to  Simonson 
and  Forster,  Incorporated,  the  milk  which  later  de- 
veloped out  of  the  Valley?  A.     Oh,  no.  [2722] 

Q.     Into  Tacoma? 

A.  He  was  buying  his  milk  direct;  I  think  the 
only  milk  that  we  supplied  at  Puyallup  was  when 
the  paper  started  to  come  out,  and  him  not  having 
enough  bottles,  he  had  only  three  or  four  routes, 
so  that  he  could  be  competitive  with  Meadowsweet 
and  Arden's.  We  sold  him  some  paper  milk,  but  that 
was  either  late  '30s  or  early  '40s. 

Q.  Let's  come  back  to  the  original  agreement. 
What  did  you  agree  with  Mr.  Simonson  was  to  be 
his  salary? 
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A.  Well,  of  course,  that  was  changed  a  few  times 
in  20  years. 

Q.     I  am  interested  in  the  original  agreement. 

A.  I  can't  tell  you  what  the  original  agreement 
was.  I  think  at  that  time,  I  w^as  working  for  $150 
a  month,  and  he,  too. 

I  don't  know  what  the  original  set-up  was. 

Q.     When  did  your  salary  become  $400? 

A.    Well,  that  was  in  the  late  1940's. 

Q.     In  the  late '40s?  A.     Yes. 

Q.     Now,  Avould  you  say  late  1945  or  '6? 

A.  Probably.  You  expect  me  to  go  back  ten 
[2723]  years  and 

Q.  (Interposing)  At  that  time,  you  weren't  re- 
ceiving anything  from  Sunonson  and  Forster  in 
money?  A.     That  is  right. 

Q.  And  you  were  making  yoTir  profits  by  sup- 
plying Simonson  and  Forster  with  supplies? 

A.  Well,  you  didn't  know  Oscar  Simonson,  did 
you? 

Q.     No,  I  didn't. 

A.  Well,  there  wasn't  very  much  profit  in  it 
after  I  got  selling  it,  I  promise  you. 

Q.  All  right;  you  were  supplying  him  and  sat- 
isfied witli  the  arrangement? 

A.  Well,  we  both  were  satisfied.  We  were  very 
good  partners  and  friends. 

Q.  But  he  was  a  hard  man  to  deal  witli,  from 
w^liat  you  inferred? 

A.  Well,  he  wanted  to  get  it  just  as  cheap  as 
he  possibly  could. 
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Q.    And  you  wanted  to  get  as  much  as  you  could  ? 

A.    Well,  I  guess  that  is  business. 

Q.  Now,  at  one  time  you — as  I  take  it,  Simonson 
and  Forster  never  declared  a  dividend? 

A.     I  don't  think  they  did. 

Q.  I  understand  none  of  your  companies  ever 
[2724]  paid  a  dividend? 

A.     I  don't  think  they  have. 

Q.  Now,  sometime  in  1940,  Mr.  Taylor,  accord- 
ing to  your  testimony,  came  to  you  and  reported 
to  you  that  Mr.  Simonson  was  taking  $500  instead 
of  $400? 

A.  Well,  either  $500  or  $600  or  $400  to  $500,  I 
can't  tell  you  exactly. 

Q.  Well,  it  was  $100  more  than  the  agreement 
between  you? 

A.     He  said  he  increased  his  salary  $100. 

Q.  And,  as  a  result  of  that  report  to  you,  you 
went  down  to  see  Oscar? 

A,  I  don't  know  if  I  went  down  there  or  I 
called  him  on  the  'phone,  or  the  next  time  we  talked, 
I  mentioned  it  to  him. 

Q.  What  did  you  say  to  Oscar,  and  what  did 
he  say  to  you?  A.    Well 

Q.  (Interposing)  This  was  after  Taylor  had 
reported  it. 

A.  He  said  he  figured  he  needed  $500  a  month 
to  go  on,  and  I  said,  "Well " 

Q.     (Interposing)     What  did  you  say? 

A.     I  said,  "Well,  if  you  feel  you  ought  to  [2725] 
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increase  your  salary,  then  yon  better  try  to  send 

me  a  check  for  $100  a  month." 

Q.  You  made  that  yourself,  that  arrangement 
with  Mr.  Simonson?  A.     That  is  right. 

Q.     Mr.  Taylor  didn't  make  that  arrangement? 

A.  Except  he  knew  all  about  it.  He  is  the  one 
that  told  me  in  the  first  place. 

Q.  We  know  he  knew  all  about  it.  I  am  asking 
about  the  conversation. 

A.  That  conversation  with  Oscar,  I  don't  know 
if  Taylor  was  there  when  we  talked  about  it  when 
we  had  lunch. 

Q.  Yfell,  novr,  I  understood  your  direct  testi- 
mony to  be  that  Mr.  Taylor  reported  to  you  that 
Mr.  Simonson,  or  Oscar,  was  taking  $100  of  salary, 
and  that  was  the  occasion  of  a  conversation  between 
you  and  Mr.  Simonson,  and  he  said  that  he  wanted 
— he  couldn't  get  along  on  $400,  but  wanted  $500, 
and  what  did  you  say  to  Oscar  about  the  five  hun- 
dred? 

A.  I  say,  ^'Yery  well,  you  have  got  to  have 
$500.  You  had  better  send  me  $100  a  month  until 
you  decide  you  want  to  go  back  to  $400,  and  you 
can  cut  it  out." 

Q.     AYhat  did  Oscar  say?  [2726] 

A.  I  got  the  $100  a  month,  so  I  guess  he  decided 
he  didn't  want  to  drop  back  down  to  $400. 

Q.     Y^as  that  your  salary? 

A.     That  is  Avhat  I  figure  it  was,  yes. 

Q.  That  is  what  you  figure  it  was,  and  was  that 
mailed  to  you  at  Issaquah?  A.    Yes. 
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Mr.  Moriarty:  May  I  have  Exhibit  221  and  Ex- 
hibit 222? 

(Whereupon,   exhibits   were   handed  to   Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty) :  Handing  you  what  is 
marked  as  Government's  Exhibit  221,  with  the  orig- 
inal— first,  in  point  of  time — entry,  January  4,  1946. 
I  will  ask  you  if  this  series  of  checks  for  $100  are 
the  checks  that  you  received  at  Issaquah  from 
Oscar'? 

A.     I  guess  those  are  the  checks,  yes. 

Q.  And  handing  you  what  is  marked  as  Exhibit 
222,  which  is  a  series  from  August  10,  1948  to  De- 
cember 29,  1949,  and  is  captioned  Exhibit  222,  I  will 
ask  you  if  those  are  other  checks  that  you  received 
during  this  period  from  Oscar?  A.     Yes. 

Q.  On  Exhibit  222,  will  you  examine  the  check 
dated  October  12,  1948,  for  $100?  [2727] 

A.     October  which? 

Q.     October  12,  1948.  A.     Yes. 

Q.  And  examine  the  endorsement  on  the  back 
of  it?  A.    Yes. 

Q.     That  has  your  personal  endorsement? 

A.     That  is  right. 

Q.     And  that  was  cashed  by  you? 

A.  I  w^ould  think  so.  Is  there  anything  wrong 
about  it? 

It  was  made  out  to  me  and  I  cashed  it. 

Q.  The  point  I  am  making  is  that  the  others 
bear  the  rubber  stamp  except  these  that  I  am  go- 
ing to  refer  to. 
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On  2— on  11-15-49  of  Exhibit  222,  I  will  ask  you 
to  examine  that  check  for  $100.  A.     11 

Q-     15-49.  A.     I  don't  know. 

Q.     Have  you  found  it?  What  exhibit  are  you  ex- 
amining ?  A.     222. 

Q.     222,  11-15-49. 

A.     There  is  November  26,  1949. 

Q.     Well,  examine  the  back  of  that  and  see  if 
[2728]  it  is  personally  endorsed?  A.     No. 

Q.     All  right,  examine  the  other  checks,  the  one 
that  has  your  personal  endorsement. 

Excuse  me,  that  check  is  January  15,  1949;  not 
11-15.  A.     Yes. 

Q.  That  is  cashed  by  you  personally? 

A.  It  is  my  signature  on  it,  yes. 

Q.  And  that  didn't  find  its  way  into  198? 

A.  I   wouldn't  know.   I   probably   needed   some 

cash,  so  I  cashed  it. 

Q.     Will  you  examine  the  check  on  Exhibit  221 
for  $200  dated  March  20,  1948? 
A.     That  is  right. 

Q.     Does  that  bear  your  personal  endorsement '^ 
A.     Yes. 

Q.     And  that  was  cashed  by  you? 
A.     Wei],   I   endorsed  it.   I  must  have  got  the 
money. 

Q.    All  the  other  checks  bear  the  rubber  stamp? 
A.    Yes. 

Q.     You  knew  salary  was  subject  to  withholding, 
didn't  you?  A.     That  is  right.  [2729] 
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Q.  Your  o^Yn  check  from  the  Issaquah  Cream- 
ery Company  had  withholding  tax  on  it? 

A.     That  is  right. 

Q.     A  deduction?  A.     That  is  right. 

Q.  Did  it  occur  to  you  in  your  conversation  with 
Oscar  when  you  were  getting  this  $100  salary  that 
there  should  be  some  withholding  deducted? 

A.  I  don't  know  if  they  made  withholding  de- 
ductions for  him  or  what  the  year  was.  I  just  told 
hun  if  he  increased  his  salary  $100  a  month,  he  had 
better  send  me  a  check  for  $100. 

Q.  When  did  you  report  the  conclusion  of  the 
negotiations  with  Oscar  to  Mr.  Taylor? 

A.  I  am  sure  I  told  hun  about  it  the  next  time 
I  seen  him. 

Q.  And  how  was  he  expected  to  know  that  you 
were  getting  it  every  month? 

A.  Well,  he  is  the  fellow  that  handled  the  books 
down  there.  He  knew  what  the  deal  was. 

Q.  So,  you  expected  Oscar,  or  Mr.  Taylor,  to 
check  Oscar  and  report  to  you,  and  also  make  the 
withholding  deductions  on  your  check,  these  checks 
that  are  in  evidence  ? 

A.  I  don't  know  if  it  was  a  salary  or  how  they 
worked  it.  I  knew  Taylor  knew  about  it.  He  is 
[2730]  the  one  that  called  my  attention  to  Oscar's 
salary  there  when  the  deal  was  made. 

Q.  Didn't  you  personally  make  these  arrange- 
ments? A.     Which  arrangements? 

Q.     With  Oscar? 

A.    I  told  him  about  it. 
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Q.  Didn't  you  make  the  arrangements  with 
Oscar  ? 

A.  I  can't  even  tell  you  if  Hicks  Taylor  was 
there  or  wasn't  there.  You  asked  me  something 
that  happened  ten  years  ago. 

Q.     I  want  to  be  fair  with  you. 

A.    All  right. 

Q.  Your  direct  testimony  was  that  you  person- 
ally went  down  and  saw  Oscar  as  soon  as  Taylor 
reported  to  you  that  he  was  drawing  $100  extra,  on 
your  examination  a  few  moments 

Mr.  Griffin:  (Interi^osing)  I  am  sure  that  state- 
ment wasn't  made,  either. 

Mr.  Moriarty:    I  can't  challenge  the  record. 

Q.  (By  Mr.  Moriarty  continuing)  :  Will  you  tell 
us  what  was  said  when  Taylor  reported  to  you  that 
Oscar  was  getting  $100  extra?  [2731] 

A.  I  told  you  after  Taylor  reported  that  to  me, 
either  the  next  time  I  seen  Oscar  or  the  next  time 
I  had  a  chance  to  talk  to  him,  I  mentioned  it  to 
him — the  conversation — that  if  he  felt  he  had  to 
increase  his  salary  $100  a  month,  he  had  better  send 
me  $100  a  month. 

If  he  felt  the  business  could  stand  it,  it  was  good 
enough  for  me,  or  if  he  felt  he  should  cut  to  $400. 

Q.  Wasn't  the  effect  that  if  he  was  getting  $500 
salary,  you  were  to  get  $100  salary? 

A.     That  is  right. 

Q.  So  that  you  knew  that  it  was  salary  you  were 
getting  $100  in  pUace  of  the  $500  that  Oscar  was 
taking  ? 
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A.  I  don't  know  how  they  handled  it  on  the 
books,  Mr.  Moriarty. 

Q.     You  didn't  ask  him"? 

A.    No,  I  didn't,  Mr.  Moriarty. 

Q.  But  you  received  these  checks  in  the  mail  at 
Issaquah  % 

A.  Just  about  always.  I  am  sure  about  it.  Either 
that,  or  if  I  happened  to  be  down  there,  he  would 
probably  hand  me  one. 

Mr.  Moriarty:    Will  you  give  me  Exhibit  233? 
(Whereupon,    Exhibit    was    handed    to    Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty)  :  You  have  found  out  that 
none  of  these  were  reported  to  the  Government  on 
your  income  tax,  haven't  you? 

A.  Well,  there  has  been  so  much  controversy  on 
those  w^orking  papers  and  income  tax  reports  the 
last  two  months,  I  don't  know  what  was  reported 
and  v^hat  wasn't  reported. 

Q.  I  see;  so  far  as  you  know,  you  didn't  re- 
port it? 

A.  So  far  as  I  know,  Taylor  rej)orted  it.  Taylor 
knew  I  had  it. 

Q.  And  his  information  would  come  from  the 
books  of  Simonson  and  Forster? 

A.  Well,  he  knew  all  the  time  that  I  was  getting 
the  $100  a  month.  He  knew  when  we  discontinued  it. 

Mr.  Moriarty :    May  I  have  Exhibit  233  ? 

The  Clerk:    You  have  it. 

Q.  (By  Mr.  Moriarty)  :  Did  it  occur  to  you  at 
any  tune  during  the  times  that  you  were  receiving 
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money  from  Simonson  and  Forster,  and  when  you 
were  making  your  income  tax  [2733]  returns  under 
Salary  to  report  Simonson  and  Forster? 

A.  I  still  don't  know  if  Taylor  reported  it  or 
not. 

I  never  looked  at  the  returns. 

Q.  Was  there  any  reason  for  not  looking  at  the 
returns  ? 

A.  Well,  so  far  as  I  knew,  there  was  no  reason 
to  look  at  it. 

I  figured  Taylor  knew  more  about  my  business 
than  I  did,  and  he  was  the  one  that  made  it  out,  and 
I  trusted  him,  the  last  25  years,  and  there  was  no 
reason  for  me  to  go  into  it. 

Q.  Can  you  explain  to  us  now  the  casein  trans- 
action which  I  understand  was  a  by-product  of  some 
of  the  milk  operations  at  Issaquah  and  went  off  of 
inventory  because  they  became  moldy? 

A.     That  is  right. 

Q.  And  that  was  the  jDroperty  of  Issaquah 
Creamery  Company,  wasn't  it? 

A.  It  was  the  property  of  Issaquah  Creamery 
Company,  that  is  right. 

Q.  Now,  as  I  understand  it,  you  were  able  to  sell 
it  to  the  Borden  Company?  A.     That  is  right. 

Q.  And  received  for  your  casein  a  check  in  the 
[2734]  smn  of  $10,724.00  as  shown  on  Exhibit  233? 

A.     That  is  right;  $10,742.40. 

Q.  And  there  also  was  another  check  for  $8,- 
203.30? 
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A.  That  is  right.  One  of  them  was  in  July,  1944, 
and  the  other  one  was  September  6,  1944. 

Q.  That  all  happened  in  that  year,  and  those 
were  deposited  in  your  personal  savings  account? 

A.     That  is  right. 

This  came  from — it  was  casein  that  was  produced 
in  1943. 

Q.     Yes,  but 

A.  (Interposing)     Spring. 

Q.  (Continuing)  But  it  was  off  the  inventory 
in  nineteen  what? 

A.  Well,  I  wouldn't  know  when  it  was  taken  out, 
but  it  was  taken  out  when  we  couldn't  sell  it,  be- 
cause the  stuff  was  no  good,  and  we  tried  to  sell 
it  to  Adhesive  Products  and  at  that  time,  we  sent 
Borden's  some  samples,  and  they  were  not  inter- 
ested in  it. 

Q.  It  finally  culminated  in  your  getting  checks 
for  approximately  nineteen  thousand  dollars? 

A.     That  is  right.  [2735] 

Q.    In  the  short  space  of  a  few  months? 

A.  Well,  this  was  casein  that  was  produced  the 
year  previous. 

Q.  Well,  now,  that  is  the  fact,  isn't  it,  that  you 
received  those  checks? 

A.     That  is  right,  sure. 

Q.  And  they  were  payable  to  the  Issaquah 
Creamery  Company?  A.     That  is  right. 

Q.  And  Issaquah  Creamery  Company,  a  cor- 
poration of  which  you  were  the  sole  owner,  had 
the  title  to  the  casein? 
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A.  Well,  I  don't  know  if  there  was  any  title 
to  it,  or  not. 

I  told  you  that  it  was  made  in  the  spring  of  1943 
and  the  stuff  got  moldy  on  us,  and  we  couldn't  sell 
it,  and  we  took  it  off  inventory. 

It  must  have  been  taken  off  inventory  in  the  fall 
of  1943  and  then  the  market  changed. 

Q.  Did  you  get  a  deduction  for  taking  it  off  of 
the  inventory? 

A.     Deduction  from  whom? 

Q.     From  your  income  tax? 

A.  I  wouldn't  know  how  it  was  handled  on  the 
income  tax.  [2736] 

Q.  You  didn't  know  anything  about  it  at  the 
time?  A.     No,  sir. 

Q.  All  right;  tell  us  at  the  time  this  first  check 
arrived  the  conversation  that  you  had  with  Mr. 
Erickson  about  what  to  do  with  it  ? 

It  was  payable  to  the  Issaquah  Creamery  Com- 
pany. 

A.  Well,  he  said  he  didn't  have  it  on  the  in- 
ventory and  he  didn't  have  any  place  to  credit  to, 
and 

Q.  (Interposing)  Couldn't  he  credit  it  to  in- 
ventory ? 

A.  That  is  a  conversation  that  we  had.  I  don't 
know  if  he  could  credit  it  to  inventory  or  not.  I 
haven't  got  the  slightest  idea. 

Q.  It  had  been  on  inventory  and  taken  off. 
Why  couldn't  it  have  been  credited  to  inventory? 

A.     It  was  on  inventory  the  year  before. 
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Q.     Couldn't  it  come  back  on  the  inventory? 

A.  Well,  you  have  to  ask  somebody  that  knows 
something  al)out  l^ookkeeping.  I  don't  know  what 
can  come  back  in  and  go  out. 

Q.     We  will  get  into  the  bookkeeping. 

What  did  you  then  say  to  him  if  he  didn't  [2737] 
have  a  place  on  the  books'? 

A.  I  can't  recall  the  conversation  that  happened 
in  1943  or  1944. 

Q.  Well,  you  do  recall  that  a  substantial  sima 
of  money  came  from  stuff  that  was  off  the  inven- 
tory, or  does  $19,000  mean  anything  to  you? 

A.     Go  ahead. 

Q.    What? 

A.  I  tried  to  answer,  and  you  kept  on  talking, 
so  if  you  can  ask  the  question  again,  I  will  be  glad 
to  give  it  to  you. 

Q.  When  the  first  check  came  to  you,  Erickson 
came  in  and  told  you  he  didn't  have  any  place  to 
put  it  on  the  books.  What  did  you  say  to  him? 

A.  Well,  I  asked  him  what  the  deal  w^as,  and  he 
said  it  was  taken  out  of  inventory,  and  he  didn't 
have  any  place  to  put  it  on  the  books. 

Q.  And  is  your  answer  the  same  in  regard  to 
the  other  check? 

A.  So  far  as  I  knew,  yes.  This  is  ten  years  ago 
that  you  are  trying  to 

Q.  (Interposing)  Well,  now,  when  Mr.  Erick- 
son, on  these  many  occasions  that  he  told  you  that 
there  wasn't  a  place  on  the  books  to  put  it,  didn't 
it  occur  [2738]  to  you  that  there  should  be  some 
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place  on  the  books  to  put  any  item  that  belongs  to 
the  Issaquah  Creamery  Company  in  the  bank  ac- 
comit  of  the  Issaquah  Creamery  Company? 

A.  Well,  I  think  there  have  been  few  occasions 
during  this  happening  that  I  have  talked  to  Hicks 
Taylor  about  it. 

Q.  Just  a  moment.  I  don't  think  that  is  an  an- 
swer to  my  question. 

A.     All  right. 

Mr.  Moriarty:  Will  you  read  the  question? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  the  following  question  was  read 
by  the  reporter: 

"Q.  Well,  now,  when  Mr.  Erickson, — on  these 
many  occasions  that  he  told  you  that  there  wasn't 
a  place  in  the  books  to  put  it,  didn't  it  occur  to 
you  that  there  should  be  some  place  on  the  books 
to  put  any  item  that  belongs  to  the  Issaquah  Cream- 
ery Company,  in  the  bank  accomit  of  the  Issaquah 
Creamery  Company  f ) 

A.  Well,  he  didn't  talk  to  me  every  time  those 
things  came  up.  I  probably  asked  him  on  a  few 
[2739]  different  occasions,  but  the  rest  of  them,  I 
didn't  figure  there  was  anything  wrong  about  it  and 
I  guess  he  didn't  either,  and  he  put  the  checks 
either  on  my  desk  or  put  them  in  my  desk  drawer, 
and  we  didn't  have  a  conversation  every  time  those 
things  occurred. 

Q.  (By  Mr.  Moriarty):  Well,  this  check  for 
$8,203.30  commanded  your  personal  endorsement  of 
the  Issaquah  Creamery  Company  in  your  own  hand- 
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writing,  I  take  it,  and  the  name  Hans  Forster  is 

on  it'?  A.     That  is  right. 

Q.     So  it  secured  more  than  passing  attention? 

A.  Well,  I  think  we  probably  talked  about  it 
when  the  first  check  came  in.  Conversation — this 
was  the  second  check,  was  the  balance  of  what  we 
had  left  in  the  barn  and  finally  was  able  to  sell  it. 

Q.     Your  endorsement  is  on  the  second  check? 

A.  That  is  what  I  say.  We  probably  talked  the 
first  time,  and  the  second  time  he  gave  me  the  check 
and  I  ]:)robably  endorsed  it. 

Q.  That  was  clear  profit  of  about  twenty  thous- 
and dollars  for  you? 

A.  I  don't  know  if  it  was  a  clear  profit  or 
[2740]  not. 

Q.     It  was  off  the  inventory. 

A.  Well,  then,  it  must  have  come  back  in.  I  don't 
know  if  Taylor  i-eported  it  or  not. 

Q.  Well,  it  didn't  come  in  to  the  Issaquah 
Creamery  Company. 

A.     Then  he  probably  reported  it  on  my  own. 

Q.     You  probably  reported  it  on  your  own? 

A.  I  didn't;  Mr.  Taylor  did.  I  never  made  out 
my  reports. 

Q.  (By  Mr.  Moriarty)  :  Will  you  give  me  Ex- 
hibit No.  245? 

(Whereupon,    Exhibit    was    handed    to    Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty)  :  This  wasn't  the  first 
batch  of  casein  that  you  had  made? 

A.     No,  I  think  it  w^as  the  last  one. 
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Q.  You  had  bought  and  sold  casein  through  the 
years  ? 

A.  We  never  bought  any.  We  always — we  didn't 
have  any  use  for  it. 

We  just  sold  casein. 

Q.  Now,  coming  to  the  time  that  you  had  some 
dealings  with  the  Time  Oil  Company,  Mr.  Green 
of  the  [2741]  Time  Oil  Company  has  testified 
about  the  arrangement  and  he  solicited  the  business 
from  you? 

A.     That  is  right,  to  buy  gasoline,  oil,  and  tires. 

Q.     That  was  for  Finstad  and  Utgard? 

A.  No,  the  Time  Oil  was  not  going  up  to  Finstad 
and  Utgard. 

Q.     AYell,  was  it  going  to  Puyallup  Creamery? 

A.     No. 

Q.  Was  it  going  to  Renton  Ice  and  Ice  Cream 
Company  ? 

A.  No,  none  of  those.  I  wasn't  manager  of  Ren- 
ton  Ice  and  Ice  Cream.  Schneider  made  his  own 
arrangements  in  buying. 

Q.     I  mean  about  the  gas  and  oil. 

A.  I  don't  even  know  if  Schneider  bought  from 
Time  OIL  I  didn't  tell  the  Manager  what  to  do  in 
those  things. 

Q.  Well,  they  came  to  see  you  about  getting 
your  oil  account?  A.     Came  to  see  me. 

Q.     And  that  was  for  all  companies? 

A.     Oh,  no. 

Q.  Well,  that  was  the  Signal  Service  when  Mr. 
Green  came  to  you,  the  Signal  Oil  Company? 
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A.  Signal  as  serving  Issaquah  and  Alpine  and 
Apex  Farms. 

Q.     Did  you  own  all  of  Apex  Farms  at  that  time  ? 

A.  No,  Mr.  Chapman  made  his  own  arrange- 
ments. 

Q.     Now^,  what  did  Mr.  Green  promise  you? 

A.  He  promised  me  one  and  one-half  cent  re- 
bate on  the  gasoline.  I  don't  know  if  he  gave  me 
a  special  price  on  his  oil  or  not,  but  I  think  we  was 
getting  one  cent  discount  off  the  tank  wagon  price 
from  Signal  Oil,  and  he  said  he  could  make  one 
and  one-half  cents. 

Q.     If  you  bought  all  the  oil? 

A.     No,  if  we  bought  all  the  gas. 

Q.  Bought  all  the  gas  from  the  Time  Oil  Com- 
pany? 

A.     As  far  as  Alpine  was  concerned. 

Q.    And  you  entered  into  that  arrangement? 

A.     That  is  right. 

Q.  And  that  is  as  far  as  Issaquah  is  concerned, 
also? 

A.  I  don't  think  Issaquah  started  out  at  the 
same  time  as  Alpine  did.  I  can't 

Q.  (Interposing)  They  finally  got  into  the 
[2743]  picture?  A.     That  is  right. 

Q.  Did  the  Renton  Ice  and  Ice  Cream  Company 
finally  get  into  the  picture? 

A.  I  just  got  through  telling  you  I  never  made 
any  of  the  arrangements  for  any  of  the  buying.  I 
might  advise. 

Q.     You  heard  the  testimony  that  certain  cash 
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payments   were   made   at   Alpine   Dairy,   by   Mrs. 

Wilcox  and  Mr.  Bezeau. 

A.     By  them,  or  to  them? 

Q.     To  them  by  Mr.  Green. 

A.     That  is  right. 

Q.  What  instructions  did  you  give  to  Mrs.  Wil- 
cox about  the  Time  Oil  Company  cash  that  was 
paid? 

A.  I  didn't  give  her  any  instructions.  Mr. 
Green,  when  some  of  the  payments  was  made  to  her, 
he  gave  her  the  instructions  to  give  me  the  money. 

Q.  And  what  instructions  did  he  give  to  Mr. 
Bezeau?  (Bezu) 

A.    You  mean  Bezeau?  (Bezo) 

Q.     Bezeau.  (Bezo) 

A.  I  didn't  give  him  any  instructions.  He  gave 
me  the  money.  [2744] 

Mr.  Green,  the  only  time  he  gave  it  to  Mrs.  Wil- 
cox or  Ribary  or  Bezeau,  was  when  I  wasn't  there. 

Q.     You  generally  received  it  personally? 

A.     Well,  quite  a  few  times,  yes. 

Q.     You  picked  it  up,  or  was  it  delivered  to  you? 

A.     He  l:)rought  it  down  to  the  Dairy. 

Q.     He  brought  it  down  to  the  Dairy? 

A.    Yes. 

Mr.  Moriarty:  Will  you  give  me  Exhibits  171, 
'2,  '3  and  '4? 

(Whereupon,   exhibits   were   handed   to   Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty)  :  Mr.  Forster,  I  hold  in 
my  hand  a  sei'ies  of  exhibits  of  substantial  amounts, 
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of  170,  270  and  375  dollars  and  $214,  and  $412,  and 
varying  sums  from  $100  upward,  and  ask  you  if 
you  recognize  those  as  the  Time  Oil  Company's  cash 
rebates  that  were  paid  to  you  by  the  Time  Oil 
Company  ? 

A.  Well,  I  would  think  they  are.  Some  of  those 
receipts  are  signed  by  me,  and  some  of  them  by  Mr. 
Bezeau. 

Q.  You  heard  Mr.  Bezeau's  testimony,  didn't 
[2745]  you? 

A.     That  is  right.  Some  of  them  by  Mrs.  Wilcox. 

Q.  Yes;  did  they  ever  ask  you  why  Mr.  Green 
was  telling  them  to  send  that  cash  up  to  you  per- 
sonally ? 

A.     Did  they  ever  ask  me  why'? 

Q.     Yes. 

A.     No,  I  don't  know  why  they  should. 

Q.     Well,  they  were  receiving  it  from  Mr.  Green? 

A.     For  me,  yes. 

Q.     For  you?  A.     Yes. 

Q.     Now,  you  received  that  in  cash? 

A.     That  is  right. 

Q.     And  for  what  reason  was  that? 

Because  you  requested  it  to  be  paid  in  cash? 

A.  No,  I  didn't  request  it.  That  was  the  only  way 
I  could  get  one  and  one-half  cents.  It  was  at  Mr. 
Green's  request,  definite  request.  That  is  the  only 
way  he  could  give  me  one  and  one-half  cents  by 
making  it  a  cash  discount.  It  wasn't  requested  by 
me.  [2746] 
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Q.  Was  the  Signal  deal  a  deal  whereby  you  re- 
ceived cash  also? 

A.  No.  That  was  only  one  cent.  That  is  the 
agreement.  That  is  the  conversation  we  had.  That  is 
what  he  told  me  about  it,  and  I  even  called  him 
afterwards  and  wanted  to  refresh  his  memory  on 
the  deal,  and  he  said  that  is  the  reason  it  had  to 
be  on  a  cash  basis — there  was  an  agreement  be- 
tween the  oil  companies  not  to  go  over  one  cent 
discount  from  the  tank  wagon  price. 

He  said  he  could  make  it  one  and  one-half  cent, 
if  I  could  take  it  in  cash  and  I  couldn't  see  any 
reason  why  I  couldn't  take  it  in  cash. 

Q.  Did  Mr.  Green  tell  you  you  could  take  it  in 
check  on  discount  off  the  sale,  or  by  cash? 

A.     The  only  arrangements 

Q.  (Interposing)  I  am  asking  you  that  specific 
question. 

A.  I  will  give  you  the  specific  answer.  He  told 
me  it  had  to  be  in  cash  in  order  to  get  the  one  and 
one-half  cents. 

Q.  Now,  when  this  was  under  investigation, 
Mr.  Forster,  didn't  you  call  Mr.  Green  and  ask 
him  to  state  to  the  agents  that  he  insisted  that  it 
be  paid  in  cash?  [2747] 

A.  I  called  Mr.  Green  and  told  him  "You  had 
better  tell  them  the  actual  facts  how  it  happened, 
the  truth  al:)out  it." 

Mr.  Moriarty:     Read  the  question  to  him. 

The  Witness:     That  is  what  I  told  him. 
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The  Court:  Mr.  Reporter,  will  you  read  the 
question  % 

Mr.  Moriarty:     And  answer  "yes"  or  "no." 

The  Witness:  You  don't  want  me  to  give  you 
the  answer  what  I  talked  to  Mr.  Green  about? 

Mr.  Moriarty:  I  am  asking  you  now  a  specific 
question. 

The  Witness:    All  right. 

Mr.  Moriarty:  That  I  want  you  to  answer  ''yes" 
or  "no". 

]^.[r.  Griffin:    It  is  an  impeaching  question. 

Mr.  Moriarty:  I  will  lay  the  foundation  later, 
if  necessary.  I  don't  know  whether  it  will  be 
necessary. 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  the  following  question  was  read 
by  the  Reporter: 

"Q.  Now,  when  this  was  under  investigation,  Mr. 
Forster,  didn't  you  call  Mr.  Green  [2748]  and  ask 
him  to  state  to  the  agents  that  he  insisted  that  it  be 
paid  in  cash?") 

Q.    (By  Mr.  Moriarty)  :    "Yes"  or  "no"? 

A.     That  wasn't  the  conversation,  no. 

Q.  No?  All  right.  Did  you  call  Mr.  Green  dur- 
ing this  investigation  and  have  a  conversation  with 
him?  A.    Yes,  I  did. 

Q.     And  what  was  your  conversation  with  him? 

A.  I  told  him,  "You  had  better  tell  them  the 
truth."  So  far  as  I  was  concerned,  our  conversa- 
tion was  that  it  had  to  be  in  cash  in  order  to  go 
ahead  and  get  the  one  and  one-half  cents. 
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Q.     And  what  did  Mr.  Green  say  to  you? 

A.  He  said  he  didn't  remember.  In  the  first 
place,  he  asked  me— he  said,  "They  want  to  get 
the  slips."  And  he  said,  "Shall  I  give  them  to  him?" 
And  I  said,  "Of  course." 

He  said,  "Well,  I  don't  know  just  how  far  back 
I  got  the  slips  left." 

And  I  said  to  give  them  all  the  information  they 
want.  And  I  don't  know  why  I  called  Mr.  Green 
on  the  question  that  you  asked  me,  but  I  was  quite 
sure  that  either  Mr.  Marx  or  Mr.  Eppler  told  me 
at  that  time  that  Mr.  Green  said — told  them  I  could 
[2749]  take — to  either  take  it  in  cash,  or  could  take 
it  in  check,  or  could  take  it  on  the  rebate  off  the 
statement,  which  was  a  deliberate  lie. 

That  is  when  I  called  him  up  and  told  him  he  had 
better  start  to  remember  the  conversation  w^e  had 
and  the  reason  why  he  wanted  me  to  take  it  in  cash. 

Q.     You  had  a  conversation  with  him,  then? 

A.     Sure,  I  had  a  conversation  v/ith  him. 

Q.     And  you  called  him? 

A.     Yes,  I  think  I  called  him. 

Q.  Now,  will  you  tell  us  why  these  cash  pay- 
ments were  not  deposited  to  the  Alpine  account? 

A.  It  never  occurred  to  me  to  deposit  them  in 
the  Alpine  account.  I  told  Taylor  about  the  first 
arrangement  we  had,  and  he  knew  where  the  money 
went,  and  he  knew  where  the  amount  of  money  I 
had  at  all  times  in  my  savings  account  up  at  Issa- 
quah,  and  if  it  went  up  or  down,  he  definitely  knew 
where  the  money  went  that  came  out  of  there.    So 
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far  as  I  knew,  this  was  reported.  If  he  didn't  get 
the  amount  from  Green,  he  certainly  got  it  out 
of  my  savings. 

Q.  Did  you  have  a  mark  for  cash  from  Tune 
Oil  in  your  savings?  [2750] 

A.  I  didn't  have  to.  The  only  receipts  I  put  in 
there  besides  my  own  checks  that  I  received  from 
the  Creamery  that  I  didn't  use  in  my  own  personal 
account 

Q.  Did  you  in  any  deposit  statement  that  you 
made  to  the  Washington  State  Bank  in  Account 
198  ever  designate  any  cash  or  any  of  those  deposit 
slips  as  coming  from  Time  Oil  Company? 

A.     No,  I  don't  know  why  I  should  have. 

It  was  cash  that  went  in  there. 

Q.     You  designated  it  as  cash;  is  that  correct? 

A.  Well,  you  have  to  show  me  a  slip.  I  think 
it  says  "cash"  on  it. 

Q.  You  tell  me  how  on  January  28,  1947,  Mr. 
Forster  could  tell  from  that  receipt  that  you  gave 
to  the  Time  Oil  Company  how  much  was  due  except 
yoTi  reported  that  individual  item  to  him? 

Mr.  Cox:     You  mean  Mr.  Taylor? 

Q.    (By  Mr.  Moriarty  continuing):    Mr.  Taylor? 

A.  Well,  he  could  tell  from  my  savings  account 
what  I  had  in  there.  That  is  all  I  can  tell  you. 

Q.     Was  he  in  charge  of  your  savings  account? 

A.     No,  the  bank  was. 

Q.  Well,  how  would  he  tell  that  was  Time  Oil 
Company? 
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A.    He  knew  what  I  had  in  the  savings  account. 

Q.     How  could  he  tell  that  was  Time  Oil? 

A.  It  didn't  make  any  difference  where  it  came 
from.   It  was  income. 

Q.     Wouldn't  that  be  known  only  to  you? 

A.    "Which? 

Q.  That  amount  of  money  that  you  receipted 
for  cash? 

A.  Probably  the  exact  amount  would  be  only 
known  to  me  or  to  Mr.  Green. 

Q.  Well,  how  many  conversations  did  you  have 
with  Mr.  Tajdor  about  the  Time  Oil  Company 
monthly  payments? 

A.  I  know  I  had  a  conversation  with  him  when 
it  was  originally  done. 

Q.     And  that  would  be  when? 

A.     Oh,  I  couldn't  tell  you  what  year  it  started. 

Q.     And  what  did  you  say  to  Mr.  Taylor? 

A.  I  told  him  I  had  to  take  this  cash  rebate  in 
cash,  and  I  told  him  where  I  was  putting  it,  where 
I  was  putting  the  money.  [2752] 

Q.  You  told  him  that  for  the  purpose  of  having 
that  recorded  on  your  income  tax  return? 

A.  Hicks  Taylor  and  I  never  talked  about  in- 
come tax  returns. 

Q.  Then  why  did  you  tell  him  that  you  were 
receiving  it? 

A.  It  was  the  arrangement  I  had  to  make  with 
Green  on  the  deal.  That  was  a  new  deal  that  I  had 
to  go  into  and  I  explained  it  to  him. 

Q.     Now,  Mr.  Forster 
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A.  (Continuing)  I  think  it  was  the  only  cash 
rebate  that  we  actually  ever  received. 

Q.  Mr.  Forster,  what  I  am  trying  to  understand 
is  how  each  month  these  sums,  which  varied  by  the 
case,  became  known  to  Mr.  Taylor  so  that  he  could 
record  it  in  your  income? 

Mr.  Griffin :  I  submit  he  has  answered  that  ques- 
tion by  saying  the  entire  sum  was  income  in  there 
and  not  reported. 

The  Court:    Objection  overruled. 

Q.  (By  Mr.  Moriarty  continuing) :  I  am  asking 
how  you  conveyed  the  information  to  Mr.  Taylor 
after  the  original  conversation  that  you  had,  where 
you  were  getting  one  and  one-half  cent  discount  on 
the  volume  of  your  [2753]  gas  purchases? 

A.     In  cash. 

Q.     In  cash.  A.     That  is  right. 

Q.  How  would  Mr.  Taylor  know  unless  you  told 
him  each  month  what  the  cash  was? 

A.  He  wasn't  taking  it  each  month.  He  could 
have  got  the  information  either  from  me  or  from 
Time  Oil. 

Q.     Well,  unless 

A.  (Interposing)  I  don't  know  if  he  got  the 
information  from  Time  Oil  or  not.  He  knew  about 
the  arrangements. 

Q.  Did  Time  Oil  repoi-t  to  Taylor  what  you  got 
each  month  on  a  gas  rebate  in  cash? 

A.  I  don't  know  if  they  reported  to  him  each 
month,  or  if  they  reported  once  a  year,  or  if  they 
didn't  report.  • 
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Q.     This  was  paid  in  currency  to  you? 

A.     That  is  correct. 

Q.     And  usually  delivered  to  you? 

A.     That  is  right. 

Q.  Except  when  delivered  to  Mr.  Wilcox  or  Mr. 
Bezeau;  is  that  correct?  A.     Bezeau.  [2754] 

Q.     Bezeau;  and  then  they  delivered  it  to  you? 

A.     That  is  right. 

Q.     And  you  took  it  up  to  Issaquah? 

A.  I  took  it  up  to  the  bank  where  they  delivered 
to  Issaquah  or  Alpine. 

Q.  Did  you  go  directly  from  delivery  by  Mr. 
Green  to  the  bank ?  A.    Directly? 

Q.    Yes.  A.    No. 

Q.    Did  you  keep  any  record?  A.     No. 

Q.  You  are  sure  that  all  these  sums  had  been 
deposited  in  198  ? 

A.  Well,  it  is  the  place  I  put  it.  So  far  as  I  am 
concerned,  it  is  all  in  there.  I  don't  know  why  it 
shouldn't  be. 

Q.     And  how  would  Mr.  Taylor  find  it  out? 

Mr.  Oriffiii :    Objected  to  as  repetitious. 

The  Court:     Objection  sustained. 

0.  (T>y  Mr.  Moriarty  continuins^)  :  After  this 
oris^inal  couvorsatimi.  do  you  I'ecall  any  other  re- 
ports to  Mr.  Tnylor  from  the  original  conversation 
about  Timo  Oil?   [2755] 

A.     Oh,  T  think  we  talked  about  it. 

Q.     How  many  times? 

A.  T  don't  know.  Whenever  we  felt  like  talking 
nbmif   if.  T   siipnoso,  when   something  came  up.    I 
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think  I  told  him  when  the  Signal  Oil  wanted  to  go 
ahead  and  meet  the  competition  to  one  and  one- 
half  cents,  and  Time  Oil  increased  it  to  two  cents 
to  hold  the  business. 

Q.     They  didn't  tell  him  the  amount,  though? 

A.     The  amoimt  of  what? 

Q.     The  amount  you  were  getting  monthly? 

A.     Well,  I  told  him  it  was  two  cents  a  gallon. 

Mr.  Moriarty :    May  I  have  Exhibit  154  ? 

(Whereupon,  exhibit  was  handed  to  Mr.  Mo- 
riarty by  the  Clerk.) 

Q.  (By  Mr.  Moriarty)  :  Handing  you  what  has 
been  marked  as  an  exhibit,  Government's  Exhibit 
154,  which  purports — which  is  the  stipulation  by 
counsel  in  regard  to  the  cost  of  the  barn  on  your 
property  at  Issaquah.  A.     Falls  City. 

Q.  (Continuing)  Or  at  Falls  City,  and  which 
has  a  total  of  fourteen  thousand  seven  hundred 
eighty-four  dollars  and  eighty-one  cents.  [2756] 

Do  you  recall  building  that  barn?  A.    Yes. 

Q.  And  during  the  years  that  it  purports  to 
state,  between  1946  and  1947? 

A.     That  is  right. 

Q.  Now,  that  was  not  the  property  of  Issaquah 
Creamery  Company? 

A.     No,  the  barn  was  in  my  name. 

Q.  And  you  personally  contracted  for  the  build- 
ing of  the  barn  ? 

A.     I  didn't  contract  for  it.   It  was  on  a 

Q.     (Interposing)  Time  and  material  basis? 

A.     Time  and  material  basis,  yes. 
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Q.  And  then  you  discussed  it  with  the  carpen- 
ter? A.     Yes,  sir. 

Q.     And  the  himber  suppliers? 

A.  Oh,  I  think  the  carpenter  made  most  of  the 
deals  with  the  lumber  suppliers  and  producers.  He 
handled  it  pretty  well. 

Q.  It  was  known  that  it  was  being  built  by  you 
personally? 

A.  Well,  I  would  think  so,  sure.  There  was  no 
question  about  it. 

Q.  Why,  then,  did  the  Issaquah  Creamery  Com- 
pany [3757]  pay  the  bill? 

A.  Well,  so  far  as  Issaquah  Creamery  Com- 
pany was  concerned,  that  is  where  the  bills  came  in 
and  Mr.  Erickson  paid  them. 

Q.  Did  he  ever  have  any  conversation  with  you 
at  the  time  the  barn  was  in  the  process  of  being 
built  as  to  what  account  it  was  to  be  paid  from? 

A.  No,  we  never  talked  about  it,  what  he  was 
going  to  charge  it  against,  or  where  he  was  going 
to  put  it.  He  knew  that  the  barn  was  built  and  he 
knew  it  was  on  ray  property  there  and  there  never 
was  any  nTiPsfion  in  my  mind  that  there  was  any- 
tliinc!:  wrong  p]-)mit  building  the  barn. 

Q.  All  right:  now,  as  I  understand  it,  when  Mr. 
FoTstcT-  rlifln't  know  v/hat  to  do  with  the  money  l)e- 
cause  it  dirln't  have  an  account 

Mr.  Griftin :     (Interposing)  Mr.  Erickson. 

Q.  (By  Mr.  Moriarty  continuing) :  Or  Mr. 
Erickson.  that  he  didii't  have  an  account  where  to 
]^uf  it.  ho  pnme  in  to  you  and  gave  you  the  money? 
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A.     That  is  right. 

Q.  But  when  he  got  a  bill  for  you  for  anything, 
he  paid  the  bill  without  talking  to  you? 

A.    Well,  he  definitely  did.  [2758] 

I  don't  know  if  i^art  of  this  thing  was  made  on 
Alpine  Dairy  check,  or  part  Issaquah  Creamery 
check,  or  if  he  charged  it  against  my  drawing  ac- 
count.  I  don't  know. 

Q.  Did  you  know  you  had  a  drawing  account 
at  Issaquah? 

A.     I  understood  at  both  places. 

Q.    Who  told  you  you  had  a  drawing  account? 

A.     Hicks  Taylor  did. 

Q.  Hicks  Taylor  did ;  did  Mr.  Erickson  ever  tell 
you? 

A.  Well,  I  never  asked  him  what  he  charged. 
Pie  comes  under  Mr.  Taylor's  supervision,  and  if 
Taylor  told  him  I  had  a  drawing  account,  there  was 
never  any  question  about  it. 

Q.  When  the  first  bill  came  in  from  the  Preston 
Mill  Company  for  the  lumber,  did  Mr.  Erickson  ask 
you  anything  about  the  charge? 

A.  He  never  asked  me  about  any  of  the  charges 
that — for  the  bills  that  came  in  there.  He  knew  I 
was  building  the  barn,  and  where  he  would  apply 
it  on  the  books,  I  wouldn't  know.  I  never  asked 
any  questions  about  it.  There  was  nothing  w^rong 
about  the  deal. 

Q.     That  is  a  substantial  sum  of  money?  [2759] 

A.    Well,  of  course. 
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Q.  And  it  extended  over  a  considerable  period 
of  time? 

A.  Well,  you  can't  build  a  bam  like  that  in 
sixty  days. 

Q.  I  know  you  can't,  and  you  were  down  there 
quite  frequently? 

A.  Well,  of  course,  they  built  the  barn  for  me 
so  I  certainly  watched  them. 

Q.     And  you  dealt  with  the  suppliers? 

A.  No,  I  didn't  deal  with  all  the  suppliers.  Mr. 
Anderson,  who  actually  built  the  present  creamery 
over  the  last  thirty  years,  he  is  the  fellow;  and 
Stuart  Darst,  another  local  boy,  built  the  barn,  and 
Mr.  Anderson  made  arrangements  for  the  lumber, 
and  made  arrangements  for  the  blocks  and  he 
bought  the  stanchions. 

Q.  These  bills  didn't  come  to  Issaquah  Cream- 
ery Company,  did  they? 

A.  They  certainly  did.  They  didn't  come  to 
Hans  Forster. 

Q.     Why  didn't  they? 

A.  All  those  bills  on  this  barn  came  to  Issaquah 
Creamery  Company. 

Q.  And  you  had  no  occasion  in  1946  or  '7,  when 
it  [2760]  came  to  make  up  your  income  tax  return, 
that  you  received  fourteen  thousand  dollars  of  Issa- 
quah money  that  had  been  taken  as  a  deduction  as  a 
plant  expense 

Mr.  Griffin:  (Interposing)  Just  a  moment.  I 
object  to  the  form  of  the  question. 

Mr.  Moriarty:    I  will  withdraw  it. 
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Q.  (By  Mr.  Moriarty) :  When  you  came  to 
make  your  return  in  1947,  did  it  occur  to  you  that 
you  had  received  $12,503.84  from  the  Issaquah 
Creamery  Company's  plant  expense  fund? 

A.  No,  of  course,  it  didn't.  I  didn't  know  what 
they  charged  it  on  the  books  for,  if  they  charged 
it  against  my  drawing  account,  or  against  my  salary 
account;  I  never  asked  any  questions  about  it. 

Q.     Or  did  you  want  to  know? 

A.  I  don't  know  why  I  should  have  known  about 
it. 

Q.    I  see. 

A.  Mr.  Taylor  knew  I  was  building  the  barn 
and  he  knew  that  Mr.  Anderson  was  going  up  there, 
and  he  knew  that  material  came  in. 

Q.  Well,  now,  this  is  the  first  introduction  of 
Mr.  Taylor  we  have  had  to  the  barn.  [2761] 

Tell  us  how  Mr.  Taylor  got  acquainted  with  the 
barn. 

Mr.  Keesling:    If  the  Court  please? 

The  Court:    I  beg  pardon?  Can't  you  hear? 

Mr.  Keesling:  He  is  standing  'way  over  there. 
It  is  hard  to  hear  him. 

Mr.  Moriarty:  I  will  raise  my  voice,  Mr.  Kees- 
ling. 

Will  you  read  the  question? 

The  Court:     Mr.  Reporter,  read  the  question. 

Mr.  Moriarty:     Read  it  loud. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 
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A.  Well,  Mr.  Taylor  knew  when  I  bought  the 
farm. 

Q.     (By  Mr.  Moriarty) :    Was  he  present? 

A.     I  asked  him  about  it. 

Q.     When  was  the  farm  bought? 

A.  The  farm  was  bought  probably  in  the  late 
thirties;  I  am  not  too  sure. 

Q.     Now,  we  are  talking  about  1940. 

Mr.  Griffin:  You  wanted  an  introduction  [2762] 
to  the  barn  so  that  he  is  introducing  the  farai  be- 
fore he  gets  to  the  barn. 

The  Court:  Just  a  moment.  You  may  continue 
with  your  answer,  Mr.  Forster. 

The  Witness:    Thank  you. 

A.  (Continuing)  I  told  him  before  I  bought  the 
farm  that  there  was  a  chance  to  get  100  acres  in 
the  Snoqualmie  Valley,  and  I  knew  the  renter  on  it 
and  he  was  a  very  good  producer,  and  I  knew  the 
fellow  that  owned  it,  and  I  talked  to  Mr.  Hall  about 
it,  and  he  thought  it  was  a  good  buy  at  that  basis, 
so  I  asked  Mr.  Taylor  if  he  thought  it  was  okeh, 
and  I  felt  later  on  we  could  use  it  for  advertising 
purposes,  and  so  we  made  out  the  check  from,  I 
think,  Alpine  Dairy,  or  Issaquah  Creamery  Com- 
pany, and  paid  the  Federal  Land  Bank  on  it  where 
Mr.  Moore  had  a  mortgage. 

Q.     (By  Mr.  Moriarty)  :     That  is  in  1930? 

A.  I  am  quite  sure  it  was  later  than  1930.  I 
said  ''late  thirties." 

Q.  The  haim  came  into  being,  according  to  the 
stipulation,  in  July,  1946. 
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Tell  us  how  Mr.  Taylor  got  acquainted  with  the 
barn.  [2763] 

A.  He  got  acquainted  with  the  barn  because  T 
told  him  about  it — the  barn — and  the  thing  was  one 
of  the  oldest  ones  in  Snoqualmie  Valley.  I  think 
it  was  built  between  1880  or  '85.  Some  of  the  old- 
timers  up  there  knew  about  it  yet,  and  we  got  into 
trouble  with  the  Seattle  Health  Department,  and 
tried  to  fix  it  up  the  l^est  I  could,  but  then,  they 
finally  said  unless  this  barn  was  built,  that  Mr. 
Allpress  couldn't  ship  Grade  A  milk. 

So,  I  had  Mr.  Anderson  give  me  some  kind  of 
estimate  about  how  much  it  would  cost,  and  that 
is  when  I  told  Mr.  Taylor  about  it — I  w^as  going 
to  build  the  barn,  and  there  was  no  introduction 
of  ^Ir.  Taylor  into  the  barn.  He  just  knew  about 
building  the  barn. 

Q.     Or  did  you  just  assume  that  he  knew? 

A.  I  told  him  about  it.  There  was  no  assuming. 
He  knew^  about  everything  that  I  did. 

Q.     Pie  didn't  write  these  checks'? 

A.     Who'l 

Q.     Mr.  Taylor? 

A.     No,  of  course,  he  didn't. 

Q.     They  were  all  written  at  Issaquah? 

A.     That  is  right.  [2764] 

Mr.  Moriarty:     It  is  time  to  adjourn. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  recess  for  lunch.  The  Court  calls 
your  attention  to  the  admonition  given  on  similar 
occasions,  and  asks  that  you  heed  it  on  this  occasion. 
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You  may  now  be  excused  until  1:45. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

The  Court:     Court  will  recess  until  1:45. 

(Whereupon,  at  12:17  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  1 :45  o'clock  p.m.  March  31,  1954, 
at  which  time,  counsel  and  defendants  hereto- 
fore noted,  being  present,  the  following  pro- 
ceedings were  had,  to-wit:)  [2765] 
*  *  *  *  * 

The  Court:    You  may  proceed,  Mr.  Moriarty. 

Q.  (By  Mr.  Moriarty)  :  Mr.  Forster,  one  of  the 
offices  that  you  hold  is  a  Director  of  the  Washing- 
ton State  Bank  at  Issaquah? 

A.     That  is  right,  yes. 

Q.     And  how  long  have  you  been  such*? 

A.  Oh,  I  would  say  five,  or  six,  or  seven  years. 
I  can't  tell  you  the  first  year. 

Q.  And,  if — who  invited  you  to  become  a  Direc- 
tor of  the  Washington  State  Bank? 

A.  Oh,  I  would  say  the  Board  that  was — that 
was  the  Board  of  Directors  before  I  got  in  there. 
They  enlarged  the  Board. 

Q.     Was  Mr.  eTensen  one  of  the  Directors? 

A.  Mr.  Jensen  is  a  Director  and  Vice-President 
of  the  Bank,  yes. 

Q.     And  who  are  the  other  directors? 

A,  Well,  they  got  Hi  Wallace,  from  Duvall,  and 
"Heinnie"  Bratt  from  Seattle  Rebuild;  and  Carl 
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Rudd  from  North  Bend,  and  Wheeler  Cox  from 

Bellevue;  Al  Constance  from  Bellevue. 

Q.  That  is  sufficient.  They  are  representative  of 
that  area"? 

A.  Well,  they  are  representatives  of  different 
areas  [2770]  and  different  walks  of  life. 

Q.  And  one  of  your  functions  as  a  Director  was 
to  see  that  the  bank  was  honestly  and  efficiently 
run? 

A.  Well,  I  think  that  is  part  of  the  duties  of  a 
bank  director. 

Q.  And  you  were  familiar  with  that  obligation 
when  you  became  a  director? 

A.  Well,  they  asked  me  to  be  a  director,  and 
after  I  was  a  director  for  a  few  years,  there  was 
some  pamphlet  put  out  by,  I  think,  National  Bank- 
ing House  Association  on  the  duty  of  a  bank  direc- 
tor, and  I  guess  none  of  us  actually  knew  what  it 
was  until  we  read  it. 

Q.    You  familiarized  yourself  at  that  time? 

A.     Yes,  that  is  right,  I  read  it. 

Q.     And  you  meet  how  many  times  a  month? 

A.     Once  a  month. 

Q.     In  cash  or  in  check?  A.     In  check. 

Q.    How  much? 

A.  Well,  we  started  out  with  five  dollars,  and 
now  we  are  getting  twenty-five  dollars. 

Q.  And  you  owned  how  many  shares  in  the  bank 
at  that  time?  [2771] 

A.     Well,  I  think  originally  the  Creamery  owned 
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five  shares,  that  as  a  business  house  to  go  out  to 

keep  the  bank  from  going  broke. 

Q.  How  many  shares  did  you  own  when  you  be- 
came director? 

A.  I  can't  tell  you  how  many  shares  I  owned 
at  that  time. 

Q.     How  many  do  you  now  own? 

A.     I  can't  tell  you,  offhand. 

Q.     100? 

A.  I  would  think  so.  It  is  a  very  small  per- 
centage of  what  the  whole  structure  is, 

Q.  And  did  it  become  your  duty  as  one  of  the 
Directors  to  review  loans  made  by  the  bank? 

A.  N'o,  The  loans  of  the  bank  were  passed  on 
by  the  Executive  Committee  of  the  Bank  with  Mr. 
Hall  a]id  Mr.  Jensen  and  Mr.  Cox  and  Mr.  Rudd, 
and  after  they  got  all  the  information  together, 
they  would  make  a  recommendation  to  the  Board, 
and  tell  us  the  circumstances  and  the  Board  voted 
on  it,  for  anything  I  think  that  amounted  to  over 
five  thousand  dollars. 

Q.  And  each  one  of  those  was  approved  by  the 
Board  of  Directors  individually? 

A.     Who?   [2772] 

Q.  Each  one  of  those  loans  that  were  recom- 
mended by  the  Executive  Committee  was  approved 
by  the  Board  of  Directors? 

A.     As  individuals,  no. 

Q.     As  the  Board? 

A.  Well,  we  have  the  Board  meeting  and  each 
manager  of  each  In'ancli  would 
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Q.     (Interposing)  Report? 

A.     (Continuing) would  report  and  read  the 

loan  applications  down. 

Anything  that  was  over  five  thousand  dollars. 

Q.     And  you  would  ask  questions'? 

A.  Well,  we  asked — do  you  want  me  to  answer, 
or  if  you  know  it,  you  tell  me. 

Q.     I  don't  know  as  much  as  you  do  al^out  it. 

A.     Well.  T  will  be  glad  to  tell  you. 

Q.  If  you  answer  my  questions,  it  will  be 
shorter. 

A.  I  would  like  to  explain  it  to  you;  if  you 
want  me  to  tell  you  about  it  I  will  be  glad  to  do  it, 
Mr.  Moriarty. 

Q.  Did  the  Board  pass  on  these  loans  after  the 
manager  reported? 

A.  Not  on  the  individual  loans.  The  manager 
read  [2773]  it  off  and  explained  what  the  loan  was, 
and  how  much  the  account  owed,  and  how  much 
that  his  limit  was,  and  then  if  anybody  had  any 
objections  to  it,  or  didn't  figure  it  vv^as  right,  or  any 
other  circumstances,  we  could  stop  the  manager 
right  there  and  each  one  of  the  members  had  his 
say  on  it  if  they  didn't  figure  it  was  satisfactory. 

Q.     And  you  participated  in  those  questions? 

A.     That  is  right. 

Q.  And  occasionally,  did  the  Board  question  the 
advisability  of  making  the  loan? 

A.  I  would  think  so.  I  think  they  probably 
questioned  some  of  the  advisability  as  to  the  limits 
of  certain  loans.    There  is  a  lot  of  farm  loans  up 
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there,  and  a  lot  of  loans  on  cows  and  a  lot  of  loans 

on  land,  and  on  houses. 

Q.  And  it  would  be  a  question  of  reviewing  his 
assets  and  liabilities  in  determining  whether  it  was 
a  good  risk  for  the  depositors  of  the  bank's  money? 

A.  Well,  like  I  said  before,  that,  combined  with 
the  recommendations  of  the  Executive  Board,  and 
it  was  very,  very  seldom  that  the  Executive  Board 
was  overruled  by  the  Board. 

Q.     But  it  had  the  final  say-so  ?  [2774] 

A.     It  had  the  final  O.K.  on  it,  yes. 

Q.     And  that  was  the  bank  in  which  you  had  198? 

A.     That  is  right. 

Q.  And  the  Board  declared  payment  of  interest 
at  stated  periods? 

A.  Well,  I  think  that  probably  it  came  up  once 
a  year,  what  the  policy  was  going  to  be. 

Q.    Would  it  be  twice  a  year? 

A.  It  was  twice  a  year  that  the  interest  was  put 
into  the  safety  deposit  books  but  I  think  the  policy, 
so  far  as  interest  rate  was  concerned,  was  mostly  at 
the  time  of  the  annual  meeting,  from  what  I  can 
recall. 

Q.     And  you  voted  for  the  payment  of  interest? 

A.    Yes. 

Q.  And  that,  of  course,  brought  to  your  mind  a 
substantial  balance  in  198  during  1945  to  1949? 

A.  At  the  time  that  I  voted  on  the  interest  rate 
that  it  came  to  my  mind?  It  came  to  my  mind 
every  time  that  I  deposited  some  money  in  198. 
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Q.  It  also  came  to  your  mind  at  the  time  you 
approved  the  interest  rate,  too,  did  it?  [2775] 

A.     I  don't  think  that 

Q.     (Interposing)  It  didn't  occur  to  you? 

A.  It  didn't  have  anything  to  do  with  me  voting 
one  way  or  the  other  on  account  of  my  198. 

Q.  Did  the  Board  of  Directors  also  determine 
the  amount  of  dividend  to  be  paid  upon  stock  of  the 
Washington  State  Bank? 

A.     That  is  right. 

Q.    And  did  you  participate  in  that? 

A.    Yes. 

Q.     And  did  you  vote  for  the  dividend? 

A.     Yes. 

Q.  And  you  knew  you  were  receiving  a  dividend 
then  in  due  course?  A.     That  is  right. 

Q.     Did  you  report  those  to  Mr.  Taylor? 

A.     That  is  right. 

Q.    At  the  end  of  each  meeting? 

A.  At  the  end  of  each  meeting.  The  dividends 
wasn't 

Q.  (Interposing)  At  the  end  of  each  dividend 
meeting  ? 

A.  Well,  dividends  was  twice  a  year,  every  six 
months,  and  I  reported  the  dividends  to  him  at  the 
end  of  each  year.  [2776] 

Q.  At  the  end  of  each  year ;  and  did  you  do  that 
in  writing? 

A.     No,  I  told  him  when  he  came  up  to  the  house. 

Q.     You  mean  on  all  these  reports  were  at  lunch? 

A.     That  is  right.    I  don't  think  I  ever,  in  the 
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20  years,  ever  wrote  Hicks  Taylor  a  letter  in  my 

life. 

Q.  Now,  as  a  Director,  you  had  a  sheet  before 
you  with  the  other  Directors  as  to  what  the  mana- 
gers were  reporting  on  loans'? 

A.    Well,  we  have  a  regular  book  that  has 

Q.     (Interposing)  All  of  the  information  in  if? 

A.  Not  all  the  information.  It  has  the  loans  in 
it  of  the  individual  accounts  and  how  much  the 
loan  limit  is,  and  what  they  borrowed  during  that 
month,  or  what  the  application  is  for  the  loan,  and 
they  go  right  down  the  line  in  the  different  branches 
they  have,  six  or  seven  banks  there. 

Q.    You  felt  qualified  to  be  a  Director? 

A.  Well,  they  still  have  me  on  there.  If  they 
didn't  want  me,  they  could  vote  me  out. 

Q.    But  you  felt  well  qualified,  did  you?  [2777] 

A.  Well,  I  didn't,  probably,  myself  do  it.  They 
must  have  figured  I  was  qualified;  otherwise,  they 
wouldn't  ask  me. 

Q.  And  you  felt  you  were  qualified  or  you 
wouldn't  have  accepted? 

A.  To  come  back  again,  I  asked  Hicks  Taylor 
again  if  I  should  accept  it,  if  you  want  to  know 
about  it,  and  he  said  it  couldn't  do  me  any  harm; 
it  might  do  me  some  good. 

Q.  Hicks  Taylor  wasn't  at  any  of  these  meet- 
ings? 

A.  No,  but  I  asked  him  before  I  became  a  direc- 
tor of  the  Washington  State  Bank. 

Q.    And  you  got  his  approval? 
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A.     That  is  right. 

Mr.  Moriarty:  Will  you  hand  me  Exliibits  178, 
158,  157,  158  and  159? 

It  is  the  Merrill  Lynch  checks. 

(Whereupon,  exhibits  were  handed  to  Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty)  :  Your  counsel  inquired 
of  these  checks  to  Merrill  Lynch,  Pierce,  Fenner 
and  Beane,  and  they  appear  to  be  checks  of  the 
Issaquah  Creamery  Company  payable  to  that  con- 
cern and  signed  by  Mr.  Erickson.  [2778] 

Didn't  you  give  Mr.  Erickson  the  instructions 
about  payment  of  that  bill  ? 

Mr.  Keesling:  If  the  Court  please,  I  think  those 
checks  were  signed  by  more  than  one  person. 

The  Court:  Is  that  part  of  the  question,  who 
signed  them? 

Mr.  Moriarty:  It  isn^t  a  question  of  who  signed 
them. 

Mr.  Keesling:  He  stated  they  were  signed  by 
Mr.  Erickson. 

Mr.  Moriarty:  And  also  by  Miss  Neukirchen, 
but  my  question  is: 

Q.  (By  Mr.  Moriarty  continuing) :  Did  you 
give  instructions  to  Mr.  Erickson,  or  I  will  also 
include  Miss  Neukirchen,  to  make  out  the  checks 
for  those  amounts  to  that  payee? 

A.  Well,  I  think  I  probably  told  them  about  the 
first  check  of  $1200.  So  far  as  I  can  remember 
back,  this  was  a  couple  of  carloads  of  eggs  that — 
future  eggs  that  I  bought,  and  I  signed  the  first 
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check  of  $1200.  I  think  the  other  two  checks  prob- 
ably was  when  Mr.  McDowell  called  up  and  asked 
for  some  additional  coverage,  because  the  market 
probably  Avent  [2779]  down  and  he  asked  for  addi- 
tional checks. 

Q.     So,  you  gave  instructions  to  write  that  check'? 

A.  Well,  so  far  as  I  know,  I  am  positive  that  I 
gave  instructions  about  the  first  one  if  Merrill 
Lynch  called  up  for  extra  coverage,  he  would  sure 
call  Issaquah  Creamery. 

Q.  Handing  you  a  check  made  out  to  the  same 
company  for  $3600,  also  on  the  Alpine  Dairy,  no 
one  got  instructions  on  that  check,  did  they? 

A.  No,  I  made  it  up  right  there  in  the  office  of 
Merrill  Lynch. 

Q.  Now,  when  it  came  back  cancelled,  did  any- 
one in  the — did  Mr.  Erickson  inquire  as  to  what 
this  would  be  charged  to? 

A.  No,  he  didn't.  I  put  it  on  the  stub  and  told 
him  what  it  was. 

Q.     You  wrote  down  on  the  stub? 

A.     That  is  right. 

Q.     Those  stubs  are  missing? 

A.  You  might  ask  Mr.  Erickson  what  he  done 
with  them  after  I  gave  them  to  him. 

Q.  Now,  did  you  ever  have  any  difficulty  with 
Mr.  Keck  in  the  Apex  Farms,  where  he  had  some 
items  whei'e  he  had  no  place  in  the  books  to  place 
them?  [2780] 

A.    I  never 
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Mr.  Griffin:  (Interposing)  I  object  to  the  form 
of  that  question. 

Q.  (By  Mr.  Moriarty)  :  Did  you  have  any  in- 
quiry from  Mr.  Keck,  who  kept  the  books  at  Apex 
Farms,  as  to  where  certain  items  should  be  placed 
on  the  books  of  Apex  Farms'? 

A.  He  never  talked  to  me  about  any  of  the 
books. 

Q.  Did  you  ever  have  any  inquiry  from  Mr. 
Schneider?  A.     No. 

Q.  Or  from  Mrs.  Simonson  at  Finstad  and  Ut- 
gard  ?  A.     No. 

Q.     Or  from  any  of  these  others?  A.     No. 

Q.  But  you  did  have  trouble  with  Mr.  Erickson 
in  knowing  where  to  put  it  on  the  books? 

A.     That  is  what  he  told  me. 

Q,  Now,  that  indicated  to  you  that  there  was 
something  wrong  with  the  books,  didn't  it? 

A.  What  do  you  mean,  ''indicated  to  me  there 
was  something  wrong  with  the  books"?  [2781] 

Q.  That  he  didn't  have  a  place  to  put  something 
payable  to  the  Issaquah  Creamery  Company  on  the 
books  of  Issaquah  Creamery  Company? 

A.  Well,  it  wasn't  necessary  to  give  me  any 
cause  there  was  anything  wrong.  I  didn't  know 
there  was  anything  wrong  with  the  books  until 
Touche,  Niven,  Bailey  and  Smart  came  in. 

Q.  When  did  he  first  tell  you,  to  your  best  re- 
collection, the  first  occasion  Mr.  Erickson  came  in 
to  you  with  a  check  of  either  Alpine  Dairy  payable 
to  Alpine  Dairy,  or  to  the  Issaquah  Creamery  Com- 
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pany  that  he  didn't  know  where  to  put  it  on  the 
books,  or  that  he  didn't  have  a  place  to  put  it  on 
the  books'? 

The  first  time? 

A.  I  couldn't  tell  you  which  year  or  what  date 
the  first  time  he  told  me  about  it. 

Q.    Would  it  be  back  in  1942? 

A.  It  probably  was  in  1942,  or  maybe  it  was  in 
1940.  It  was  just  off  and  on.  It  wasn't  regular, 
and  after  he  mentioned  it  to  me  a  couple  of  times 
and  put  the  checks  on  my  desk  or  in  my  drawer, 
I  didn't  ask  any  questions  about  it. 

Q.  That  brings  up  the  question  about  the  sales 
over  quota  which  weren't  put  on  the  books.  [2782] 
You  recollect  Miss  Neukirchen's  testimony'? 

A.     That  is  right. 

Q.     And  they  were  not  put  on  the  books'? 

A.  I  don't  know  if  they  was  on  the  books  or  not. 
No  one  told  me  they  wasn't  on  the  books. 

Q.     The  sales  slips  were  put  on  your  desk'? 

A.     That  is  right. 

Q.     Or  in  your  drawer'?  A.     Yes. 

Q.  And  you  allowed  them  to  accumulate  and 
then  didn't  you  throw  away  those  sales  slips'? 

A.     That  is  correct. 

Q.     And  you  did  that  about  once  a  week? 

A.     Oh,  may])e  a  couple  of  times  a  month. 

Q.     Why  did  you  throw  away  those  sales  slips? 

A.  As  far  as  I  was  concerned,  they  didn't  mean 
anything.  They  could  have  taken  them  back  out  of 
the  di'awer  aG,'ni]]  if  thev  wnutod  thorn.    I  am  sure 
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that  if  they  didn't  need  those   sales   slips  in  the 

books 

Q.  (Interposing)  Bnt  any  evidence  of  those  j)Q.y- 
ments  were  on  those  sales  slips? 

A.  Well,  they  took  them  in,  in  the  first  place. 
The  office  girls  checked  the  drivers  in.  What  they 
recorded  and  what  they  didn't  record,  I  didn't  know 
about  it.  [2783] 

Q.     I  am  talking  about  these  over-quota. 

A.     Well,  there  wasn't  any  over-quota. 

Q.  Didn't  you  testify  to  sometime  where  you 
had  to  make  some  adjustment  between  people  about 
milk,  or  ice  cream  mix  and  ice  cream  applications? 

A.  If  you  followed  the — my  explanation  of  that 
yesterday,  I  am  quite  sure  that  isn't — the  day  be- 
fore yesterday — that  isn't  what  I  said. 

Q.     All  right.   Tell  us. 

A.  So  far  as  we  were  concerned,  we  never  made 
any  over-quota  of  ice  cream  mix.  I  think  there 
was  one  time  that  we  didn't  cut  off  at  the  right 
time  and  the  War  Food  Administration  split  the 
year  in  half,  or  three  different  ways,  and  told  us 
to  make  it  up  part  of  the  following  month,  and 
the  other  part  the  next  month  so  that  we  could  try 
and  get  in  line.  You  couldn't  cut  the  mix  off  from 
one  day  to  another  on  this  milk  solids  and  milk 
fat  usage. 

Q.  You  heard  Miss  Neukirchen's  testimony, 
didn't  you? 

A.     That  is  right,  and  she  talked  to  me  alx)ut  it 
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in  the  first  place,  and  I  explained  just  exactly  what 
was  happening. 

Q.     And  she  didn't  record  those? 

A.  She  didn't  tell  me  that  she  didn't  record  the 
money.  [2784] 

Q.     She  put  them  on  your  desk? 

A.     Well,  that  is  true  enough,  but 

Q.     (Interposing)  And  she  put  the  sales  slips 


Mr.  Griffin:  (Interposing)  I  still  suggest  he  he 
permitted  to  finish  his  answer. 

The  Court:    Did  you  finish? 

Mr.  Moriarty:    He  becomes  quite  eloquent. 

The  Witness:  Well,  Mr.  Moriarty  is  not  going 
to  let  me  go  ahead  and  tell  the  story  how  it  hap- 
pened.  That  is  how  I  would  like  to  do  it. 

The  Court:    You  may  proceed,  Mr.  Forster. 

A.  (Continuing)  When  the  War  Food  Adminis- 
tration came  along  and  told  us  that  we  could  make 
a  certain  percentage  of  the  amount  of  mix  that  we 
made  at  Issaquah  Creamery  during  a  certain  period 
in  the  year,  they  at  the  same  time  gave  us  a  base 
period  which  was  the  year  previous,  and,  for  in- 
stance, if  they  said  during  the  month  of  May,  say 
it  was  in  1944,  or  1945,  they  told  us  in  1945,  during 
the  month  of  May,  "You  can  make  85  percent  of 
the  amount  of  milk  solids  and  fat  you  used  during 
May,  1944." 

When  August  came  along,  they  probably  told  us 
"You  could  use  70  per  cent."  It  was  all  set  down 
in  [27851  War  Food  Order  No.  8. 

Those  happened  during  the  base  period,   which 
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was  a  year  before  the  order  came  out,  so  that  no- 
body knew  at  that  time  that  there  was  such  an 
order  coming.  We  had  six  customers  all  over  the 
country,  at  least,  in  the  Northwest.  We  shipped  to 
Oregon  and  to  Eastern  Washington  and  also 
shipped  to  Alaska. 

In  the  meantime,  from  the  date  that  the  base  pe- 
riod was  set,  the  War  Food  order  actually  got  into 
being,  and  got  into  force,  some  of  the  customers 
quit  us,  and  probably  went  to  other  creameries  and 
all  the  mix  that  we  shipped  to  Alaska,  to  Crystal 
Dairy,  they  had  their  own  freezer  and  bought  mix 
from  us,  and  the  Juneau  Dairy,  and  a  dairy  in 
Anchorage — all  that  mix  couldn't  be  shipped  up 
that  we  had  the  basis  for  during  the  base  period, 
because  there  was  only  this  essential  material  that 
was  able  to  go  up  on  those  boats  and  they  didn't 
want  anything  like  ice  cream  mix  to  go  up  there. 

So,  the  minute  that  came  into  being  that  we 
couldn't  send  our  mix  up,  we  made  application  to 
Washington,  first  to  the  local  War  Food  Adminis- 
tration here,  and  we  explained  it  to  them,  what 
our  situation  was.  We  had  this  mix  quota.  We 
couldn't  freeze  the  [2786]  mix,  and  we  had  this 
milk,  and  we  figured  we  was  entitled  to  try  to  use 
this  mix  that  we  couldn't  sell  in  Alaska  and  put  it 
into  the  form  of  ice  cream.  We  made  application 
from  the  Renton  Ice  and  Ice  Cream  in  Renton. 
The  population  in  the  Renton  territory  was,  like 
around  Seattle,  especially  in  the  Renton  part,  in- 
rroased  more  than  dor.ble,  nnd  we  fisrured  that  as 
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long  as  we  had  this  mix  quota,  we  should  be  able 
to  freeze  it,  but  we  never  at  any  time  ever  made 
over-quota  ice  cream,  and  that  is  why  then  we  sold 
some  mix  to  Renton,  and  we  froze  some  of  this  mix 
that  was  quota  mix.  It  wasn't  over-quota  mix.  And 
that  is  why  this  money — this  cash  that  Miss  Neu- 
kirchen  gave  me,  and  the  checks  that  came  from 
Ray  Schneider  in  Renton,  came  to  me. 

Now,  if  they  recorded  the  money,  I  don't  know, 
and  this  was  all  cut  up  the  minute  Ave  got  the  ap- 
proval from  Washington  and  they  gave  us  the  right 
to  freeze  all  our  ice  cream  freeze  all  this  mix  into 
ice  cream  we  had,  so  long  as  we  made  equitable 
distribution,  and  that  was  part  of  the  order. 

That  is  the  whole  story,  and  there  was  never  at 
any  time  any  money  held  out  either  to  evade  taxes 
or  anything  else  on  this  situation.  [2787] 

Q.  (By  Mr.  Moriarty) :  Have  you  completed 
your  answer?  A.    Yes. 

Q.  Miss  Neukirchen  didn't  record  some  of  those 
sales  in  the  books'? 

A.     I  don't  know  if  she  didn't  record. 

Q.    You  heard  her  testimony? 

A.  Well,  that  is  right,  and  as  far  as  I  was  con- 
cerned, when  I  told  her  when  she  was  worried 
about  it,  "So  far  as  I  am  concerned,  you  are  not 
doing  anything  AST:'ong." 

Q.    You  took  the  sales  slips  away? 

A.     She  had  them  first. 

Q.    When  she  put  them  on  your  desk,  she  parted 
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possession,  and  when  you  threw  them  away,  tlieie 

was  no  other  record,  was  there? 

A.  She  must  have  had  a  record  from  the  drh ci- 
that  turned  them  in. 

Q.    And  they  went  into  198? 

A.     That  is  right. 

Mr.  Moriarty:    Will  you  give  me  Exhibit  182? 

(Whereupon,  exhibit  was  handed  to  Mr.  Mo- 
riarty by  the  Clerk.) 

Q.  (By  Mr.  Moriarty)  :  Now,  Mr.  Forster,  I 
hold  in  my  hand  the  [2788]  Exhibit  182  which  con- 
sists of  an  itemized  bill  of  the  Washington  Athletic 
Club  for  $1,695.92,  and  testimony  has  been  intro- 
duced which  shows  that  you  asked  for  an  itemiza- 
tion from  Mr.  Strand,  I  think,  is  that  true? 

A.     I  wouldn't  know  if  he  is  the  man. 

It  is  the  first  time  I  seen  him.  I  asked  the  office 
for  it,  yes. 

Q.     And  they  made  that  itemization? 

A.     Yes,  I  am  sure  they  did. 

Q.    And  you  received  it? 

A.     I  think  it  was  mailed  to  me  at  Issaquah. 

Q.  And  you  wrote  up  the  bill,  you  wrote  up  the 
check  in  payment  of  it? 

A.     I  signed  it,  yes.   Mr.  Erickson  wrote  it  up. 

Q.  I  notice  it  is  not  on  your  personal  account, 
but  on  the  Issaquah  Creamery  account,  and  it  is 
on  a  firm  check. 

You  regarded  that  as  your  personal  expense? 

A.     That  is  right. 
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Q.  Do  you  know  that  that  was  charged  to  ad- 
vertising on  the  books? 

A.  I  don't  know  what  it  was  charged  against. 
If  it  was  charged  against  my  drawing  account,  or 
charged  against  my  salary  account.  I  didn't  ask 
any  [2789]  questions. 

Q.     But  you  wrote  the  check,  and  you 

A.  (Interposing)  I  didn't  write  the  check.  I 
signed  it. 

Q.  And  you  signed  it,  and  you  had  told  Mr. 
Erickson  that  you  regarded  it  as  your  personal 
expense  ? 

A.     That  is  the  reason  I  got  a  separate  statement. 

Q.     And  the  statement  was  made  out  to  you? 

A.     That  is  right. 

Mr.  Moriarty:    Will  you  give  me  Exhibit  67? 
(Whereupon,  exhibit  was  handed  to  Mr.  Mo- 
riarty by  the  Clerk.) 

Q.  (By  Mr.  Moriarty) :  Mr.  ForvSter,  your  coun- 
sel inqTiired  about  a  check  that  appears  on  Exhibit 
67,  which  is  payable  to  the  Northwest  Basketball 
Tournament,  and  I  believe  at  that  time,  you  recited 
something  about  the  bnsketball  activities. 

This  check  is  drawn  by  you  apparently  away 
fr(^m  the  office  for  $100?  A.     Yes. 

Q.  Aufl  it  finds  its  way  into  your  personal  sav- 
ings account  by  the  endorsement  on  the  back. 

Can  you  explain  how  that  got  into  your  personal 
savings  account?  [2790] 

A.    Yes,  I  think  I  can. 

Q.    Well,  tell  me. 
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A.  Those  checks  was  entry  fees  to  the  North- 
west Basketball  Tournament  which  was  held  each 
spring  at  the  University  of  Washington  Pavilion 
and  in  order  for  those  teams  to  assure  that  those 
teams  was  going  to  participate  in  them  after  they 
set  up  the  schedule,  they  asked  each  team  to  put 
up  $100  that  they  would  appear,  and  after  the  tour- 
nament was  over  and  the  teams  appeared  in  there, 
they  mailed  the  check  back. 

Q.  Why  didn't  it  go  back  in  the  Alpine  Dairy 
account  f 

A.  Because  they  mailed  it  to  Issaquah  Cream- 
ery. 

Q.     This  went  into  account  198? 

A.     That  is  right. 

Q.  That  wasn't  the  Issaquah  Creamery  Account, 
was  it? 

A.  No,  but  it  was  Hans  Forster  and  Alpine 
Dairy  account. 

Q.  And  it  appeared  on  the  books  of  the  Alpine 
Dairy  as  a  deduction,  didn't  it? 

A.  I  don't  know  what  it  appeared  on  the  books 
of  the  Alpine  Dairy  for.  [2791] 

Q.  And  then  when  this  check  was  cashed,  when- 
ever it  was  cashed 

Mr.  Griffin:  (Interposing)  May  I  interrupt?  I 
don't  think  it  is  an  Issaquah  Creamery  check. 

Mr.  Moriarty:    It  is  Alpine  Dairy. 

Mr.  Griffin:    Pardon  me. 

Q.     (By  Mr.  Moriarty  continuing)  :     When  this 
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check  was  cashed,  the  Alpine  Dairy  account  was 

debited  $100? 

A.     I  would  think  so.  I  don't  know  how^  it  works. 

Q.     You  are  a  Director  of  the  Bank? 

A.  That  has  nothing  to  do  with  being  a  Director 
of  the  Bank. 

Q.     And  Alpine  Dairy? 

A.     I  wouldn't  think  so. 

Mr.  Moriarty:    Will  you  give  me  179  and  180? 

(Whereupon,   Exhibits  were  handed  to  Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty) :  I  think  in  the  inquiry 
in  regard  to  the  Klopfenstein  bills,  your  counsel 
asked  you  if  there  w^ere  any  basketball  suits,  or 
something  like  that. 

Will  you  examine  180  and  identify  any  items  you 
think  [2792]  were  Christmas  presents  to  the  basket- 
ball players,  or  other  gifts? 

A.  Well,  I  knew  that  we  didn't  I'juy  our  l^asket- 
bp.11  suits  at  Klopfenstein 's,  but  we  did 

Q.     (Interposing)  Well,  now 

A.  (Continuing)  We  did  buy  some  presents.  I 
conlfln't.  ifoin  by  item. 

Q.     Have  you  finished  your  answer? 

A.  I  can't  tell  you  each  item  which  was  used 
for  graduation  gifts,  or  gifts  to  basketball  players 
or  gifts  to  anybody  else.  T  couldn't  tell  you  which 
part  of  it  was  mine.  I  am  sure  not  the  suits  were 
given  away. 

O.     There  weren't  anv  suits? 
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V^ell,  I  asked  you,  and  you  say  you  can't  identify 
any  items  on  here  ?  A.     No. 

Q.  But  you  do  identify  those  for  checks  of  Klop- 
fenstein's  as  having  been  signed  by  you  and  payable 
to  Klopf enstein's  ?  A.     That  is  right. 

Q.     And  they  are  on  Alpine  Dairy  checks'? 

A.     That  is  right. 

Q.  And  that  is  the  type  of  check  that  you  used 
for— with  the  little  stub?  [2793] 

A.  That  is  right.  I  made  them  right  out  at 
Klopfenstein's. 

Q.    And  paid  them  at  Klopfenstein's? 

A.     That  is  right. 

Q.  Yv^hen  these  came  back,  did  Mr.  Erickson 
make  any  inquiry  to  you  about  these  checks  to 
Klopfenstein's  % 

A.  Well,  after  the  stub  was  marked  ''Klopfen- 
stein's,"  

Q.     (Interposing)  Well,  what  else  was  on  it? 

A.     Marked  "personal";  ''P-e-r-s"  (spelling). 

Q.     P-e-r-s   (spelling)  ? 

A.  On  anything  personal,  that  is  what  I  marked 
dov/n  on  the  check  stub  on  those  small  ones  I 
marked  down. 

Q.  There  was  nothing  on  the  face  of  the  check; 
li(^  would  have  to  go  to  the  stub? 

A.    Well,  he  got  the  stubs. 

Q.     He  got  the  stubs. 

Mr.  Moriarty:    Will  you  give  me  Exhibit  228? 
(Whereupon,  exhibit  was  handed  to  Mr.  Mo- 
riarty by  tlie  Clerk.) 
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Q.  (By  Mr.  Moriarty  continuing)  :  Is  there  an 
accompanying  [2794]  invoice,  227  or  229;  is  there 
an  accompanying  227  or  228?  Do  you  know  of  any 
jewelry  that  you  bought  from  Jensen  and  Nielsen 
for  the  basketball  players  ? 

A.  Well,  I  know  of  wrist  watches  I  bought  for 
the  basketball  players  from  Ben  Bridge. 

Q.  I  am  asking  if  you  knoAv  of  any  from  Jen- 
sen and  Nielsen?  A.     No. 

Q.  You  recall  the  testimony  in  that  case  was 
about  a  brooch  and  some  ear  rings  of  a  substantial 
amount?  A.     That  is  right. 

Q.  That  wasn't  purchased  for  the  basketball 
team? 

A.  No,  but  a  lot  of  our  wedding  gifts  for  cus- 
tomers and  graduation  gifts  for  customers'  children 
and  wedding  gifts  for  customers — a  lot  of  it  was 
paid  out  of  our  own  account  at  home. 

Q.  But  these  were  paid  by  the  Alpine  Dairy  ac- 
count on  your 

A.     (Interposing)  That  is  right. 

Q.     On  your  small  stub  checks? 

A.  The  reason  that  was  made  out  is  because  I 
didn't  want  the  Missus  to  know  about  it.  I  bought 
it  [2795]  a  couple  of  days  before  Christmas,  and 
I  didn't  want  her  to  find  out  about  it,  before  she 
got  it  for  a  Christmas  present.  That  is  the  reason 
I  made  it  out  at  Mr.  Jensen's.  It  wouldn't  be  too 
much  of  a  surprise  if  she  got  the  statement  before 
she  got  the  present. 

Q.     You  have  got  quite  a  number  of  checks  there 
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written  at  various  times  that  weren't  at  Christmas 

time?  A.     That  is  right. 

Q.  And  they  were  all  on  your  small  bank  ac- 
count, or  small  checkbook  ? 

A.  You  have  got  quite  a  number  of  checks,  De- 
cember 9,  December  24  and  August  22d  for  $46.74. 
Both  of  those  was  made  out  right  before  Christmas 
and  I  didn't  want  her  to  get  the  statement,  and 
the  stub  was  definitely  marked  who  it  was  for,  and 
what  it  was  for. 

Q.  The  one  on  August  22d  was  long  before 
Christmas  ? 

A.  But  you  mentioned  the  big  one,  six  or  seven 
hundred  dollars.  The  other  one  was  $47  before 
Christmas.  I  don't  know  what  it  was  for.  It  was  a 
customer's  present. 

Q.  This  exhibit  156  for  the  sailboat  was  [2796] 
also  paid  for  by  an  Alpine  Dairy  check,  was  it  not? 

A.     That  is  right. 

Q.  And  charged  to  expenses  of  the  Alpine 
Dairy? 

A.     I  wouldn't  know  what  it  was  charged  for. 

Q.  You  never  had  occasion  to  look  up  at  any 
time  or  make  any  inquiry? 

A.     I  didn't  look  up  any  of  them  at  any  time. 

Q.  Now,  I  understand,  in  connection  with  your 
daughter's  continuing  on  the  payroll,  that  you  dis- 
cussed this  with  Mr.  Taylor? 

A.     That  is  right. 

Q.     And  that  he  approved  of  it? 

A.     That  is  right.   He  said,  "Might  as  well  keep 
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it  up.    I  can't  see  no  reason  why  you  should  dis- 
continue it."   That  is  the  way  he  said  it. 

Q.  I  will  ask  you  if  you  testified  on  March  8th, 
1951,  before — at  Room  1004-A,  U.S.  Court  House, 
in  the  presence  of  Mr.  Kachlein,  your  attorney,  Mr. 
Brody,  Kenneth  Brody,  your  attorney,  and  Mr. 
William  H.  Marx,  Internal  Revenue  Agent,  and 
Mr.  Ira  Eppler,  Special  Agent,  and  if  you  were  not 
asked  the  following  question,  appearing  on  page  7 
in  connection  with  the  payment  of  the  salaries  to 
your  daughters  while  they  were  in  Europe,  if  you 
were  [2797]  not  asked  this  question: 

^'Bid  you  also  discuss  with  Mr.  Taylor  the  pay- 
ment of  salaries  to  your  daughters  while  they  spent 
their  year  in  Europe^" 

And  if  you  did  not  make  the  following  answer : 

"No,  after  we  started,  we  just  kept  it  up.  If  they 
put  in  full-time  work,  or  part-time  work,  we  kept 
the  salary  up  mitil  the  eldest  daughter  got  married, 
and  she  went  on  the  actual  payroll." 

Bid  you  make  that  answer? 

A.  I  probably  did,  if  that  is  what  it  says  in 
there. 

Q.     Bid  you  make  this  answer: 

"Bid  your  daughters  render  any  service  whatso- 
ever to  the  corporation  while  they  were  in  Europe, 
full-time,  part  or  any  time?" 

And  did  you  make  the  following  answer: 

"No." 

A.  If  that  is  what  it  says  there,  that  is  prol)- 
ably  what  I  said,  yes. 
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Mr.  Griffin:  May  I  request  counsel  to  read  the 
beginning  question  and  answer,  33,  which  is  the 
basis  for  those  answers? 

Mr.  Moriarty:    You  can  read  them  in  redirect. 

Mr.  Griffin:  I  think  in  fairness  to  the  witness, 
it  should  be  read  to  explain  his  answers  which  were 
based  on  Question  33  and  Answer  33. 

The  Court:  Do  you  wish  to  see  the  answer  to 
the  questions,  Mr.  Forster? 

The  Witness:    Yes,  please. 

The  Court:     Do  they  have  a  copy? 

Mr.  Moriarty:  Yes,  they  have  a  copy.  Mr  Grif- 
fin can  read  it,  if  he  wants  to.  I  don't  think  I  am 
required  to. 

The  Court:  No.  The  witness  can  see  it  and  read 
it  if  he  wants  to,  and  make  an  explanation. 

The  Witness:  I  think  that  follows  ahead  of  it. 
It  says  about  the  conversation  I  had  with  Mr.  Tay- 
lor. 

The  Court:  The  question  is,  Do  you  wish  to  ex- 
plain your  answer  at  all? 

The  Witness:    Yes,  I  would  like  to  explain  it. 

The  Court:    All  right. 

The  Witness:  They  asked  me,  I  don't  know  if 
it  was  Mr.  Marx  or  Mr.  Eppler — how  about  having 
the  children  on  the  payroll?  I  told  them  that  after 
they  started  to  get  into  high  school,  they  wanted  to 
make  their  own  spending  money  and  they  [2799] 
wanted  to  work  in  some  of  the  grocery  stores  up 
at  Issaquah,  and  I  told  them,  if  they  want — had 
ambition   and   wanted   to   go   to   work,   there   was 
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plenty  of  work  that  could  be  done  at  the  Creameiy, 
helping  in  the  ice  cream  room  to  put  up  Dixies,  or 
helping  to  wraj^  butter,  and  so  they  started  there, 
and  for  quite  a  while,  I  didn't  pay  them  anything 
out  of  the  Creamery,  just  gave  them  a  certain  al- 
lowance at  home,  and  so  I  mentioned  it  to  Mr.  Tay- 
lor and  told  him  that  probably  they  should  be  paid 
something  at  the  Creamery,  and  we  started  to  pay 
them  from  the  Creamery  at  that  time,  and,  as  I  re- 
member it,  it  was  quite  a  low  salary  basis,  but  at 
least  they  knew  they  was  earning  some  money  for 
the  work  they  done  down  there,  and  when — after  we 
started  it,  we  kept  it  up  until  the  girls  went  to 
Europe,  and  that  is  the  time  I  asked  Mr.  Taylor 
if  we  should  discontinue  it,  and  he  said,  ''I  can't 
see  no  reason  Avhy  you  should  discontinue  it."  And 
that  is  part  of  my  answer  right  in  there. 

Q.  (By  Mr.  Moriarty)  :  I  think  that  the  ques- 
tion I  asked  you,  which  was  asked,  is: 

'^Did  you  also  discuss  with  Mr.  Taylor  the  pay- 
ment of  salaries  to  your  daughters  [2800]  while 
they  spent  their  year  in  Europe?" 

And  your  answer  was : 

*^No;  after  we  started,  we  just  kept  it  up.  If  they 
put  in  full-time  work  or  part-time,  we  kept  the 
salary  up  until  the  eldest  daughter  got  married  and 
she  went  on  the  actual  payroll." 

Your  answer  was  that  you  did  not  discuss  it  with 
Mr.  Taylor. 

Does  that  refresh  your  recollection? 

A.     Yes;  and  it  savs  here  thev  started  to  go  to 
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school,  and  I  mentioned  to  Hicks  Taylor,  and  I 
asked,  "Should  I  go  ahead  and  quit  paying  the 
salary?"  And  he  said  he  saw  no  reason  why  I  should 
discontinue,  and  it  was  part  of  the  arrangements 
when  they  first  started  to  work  and  I  couldn't  tell 
you  what  the  year  was. 

Q.    When  did  your  daughters  start  working? 

A.  I  can't  tell  you  which  year,  but  they  started 
when  they  got  into  High  School. 

Q.  Now,  did  I  understand  you  to  say  that  Mr. 
Eppler,  when  he  first  met  you,  said  that  his  job 
was  to  put  you  in  the  penitentiary? 

A.  That  is  right;  that  is  what  he  said  in  Mr. 
Tremper's  office.   [2801] 

Q.  I  will  ask  you  if  you  testified  at  this  same 
time  that  you  testified  in  the  previous  questions  in 
response  to  the  following  questions,  page  4,  ques- 
tion from  Mr.  Eppler: 

''Will  you  summarize  the  remarks  as  made  to  you 
concerning  the  possibility  that  your  testimony  might 
later  be  used  against  you  in  a  criminal  prosecu- 
tion?" 

And  to  that,  did  you  give  the  following  answer: 

"Mr.  Eppler  told  me  that  my  testimony  might  be 
later  used  against  me  in  a  criminal  prosecution, 
and  he  also  told  me  that  I  would  not  have  to  testify 
against  myself  unless  I  felt  free  to  do  it.  He  told 
me  I  would  not  have  to  make  this  statement  unless 
I  wanted  to,  and  he  advised  me  that  I  could  ask  my 
counsel,  who  was  present,  any  questions  I  did  not 
understand." 
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Did  you  make  that  answer  to  that  question  ? 

Mr.  Griffin:  Objected  to  as  immaterial.  That 
hasn't  anything  to  do  with  the  witness's  testimony 
or  what  he  said  on  his  introduction. 

This  is  page  4  of  an  examination  by  Mr.  Eppler. 

Mr.  Moriarty:  Yes,  there  is  no  statement  about 
his  job  being  to  put  him  in  the  penitentiary. 

The  Court:    This  is  March  8,  1951. 

Mr.  Moriarty:  He  asked  him  to  summarize,  the 
remarks  made  to  him  about  his  testimony  might 
later  be  used  against  him  in  a  criminal  prosecution. 

Mr.  Griffin :  That  hasn't  anything  to  do  with  the 
matter  in  issue. 

The  Court:     Is  he  referring  there  to  the 


Mr.  Moriarty:  (Interposing)  To  the  time  they 
had  this  conversation. 

The  Court:  That  doesn't  appear  from  what  you 
read,  but  is  tliero  any  question  about  that? 

Mr.  Moriarty:     I  don't  believe  there  is. 

Mr.  Griffin :  Yes,  very  much  so,  your  Honor. 
This  is  the  fourth  page  of  an  examination  under 
oath  of  this  witness  in  which,  after  examination 
for  four  pages,  then  he  is  asked  in  regards  to  the 
remar]s:s  concerning  his  right  not  to  testify. 

Mr.  Moriarty:  "The  possibility  that  your  testi- 
mony might  biter  be  used  against  you  in  a  criminal 
prosecution." 

The  Court:  As  I  understand,  Mr.  Moriarty  stated 
that  these  answers,  just  read,  were  rebated  to  a  con- 
ference hold,  I  bebeve  it  was,  in  August,  was  it 
[2803]  not,  1950? 
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Mr.  Moriarty:  Yes.  That  was  summarizing  the 
August  29,  1950  meeting,  as  I  understand  it. 

Mr.  Griffin:  Well — will  you  excuse  us  just  a 
moment,  then? 

This  is  March  8,  1951.  Now,  where  is  there  any 
reference  to  August  28th  of  the  previous  year"? 

Mr.  Moriarty:  I  do  not  claim  there  is  any  ref- 
erence to  the  previous  year  ]3ut  this  is  the  meeting 
following  that  meeting,  the  first  meeting  following 
the  meeting  of  August  29,  1950,  that  Mr.  Eppler 
attended  with  Mr.  Forster. 

The  Court:  As  I  state,  I  haven't  it  before  me 
so  that  I  have  to  depend  on  what  your  statement 
of  the  situation  is,  so  that  if  there  is  disagreement, 
we  will  have  to  wait  until  after  recess. 

Mr.  Moriarty:    Very  well,  your  Honor. 

I  understood  the  witness  answered  it. 

Mr.  Griffin:  There  is  no  question.  He  answered 
the  question,  ])ut  it  has  no  bearing  on  August  28th, 
the  first  meeting.  That  is  my  point. 

Mr.  Moriarty:     That  is  a  matter  of  argument. 

The  Court:  The  question  has  been  answered  and 
I  assume  you  can  move  to  strike  it.  [2804] 

Mr.  Moriarty:    Will  you  give  me  Exhibit  55 *? 

(Whereupon,   exhibit  was   handed  to   Mr. 
Moriarty  by  the  Clerk.) 

Q.  (By  Mr.  Moriarty) :  Handing  you  what  is 
marked  as  Government's  Exhibit  55,  which  purports 
to  be  the  record  of  your  savings  deposits  in  account 
No.  198. 
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I  will  ask  you  to  examine  the  balance  as  of  De- 
cember 30,  1944,  in  that  account. 

(Whereupon,  there  was  a  brief  pause.) 

Q.     (Continuing)     Have  you  found  the  place? 

A 

Q 

A 

Q 

31— 
A 

Q 
A 

Q 

A 

Q 


Yes. 

And  what  is  the  balance? 
$95,091.98. 

And  will  you  examine  the  balance,  December 
or  December  29, — 1947? 

December  31,  19 

(Interposing)     December  29,  1947. 

$105,669.07. 

And  the  balance  on  December  27,  1948? 

$116,95 $119,053.08. 

And  will  you  examine  the  balance  on  Decem- 
ber 31,  1949? 

Mr.  Moriarty:    Will  you  give  me  Exhibit  134? 
(Whereupon,  exhibit  was  handed  to   [2805] 
Mr.  Moriarty  by  the  Clerk.) 
A.     $91,806.07. 

Q.  (By  Mr.  Moriarty)  :  During  that  year,  there 
was  seventy  thousand  dollars  of  withdrawals,  ap- 
proximately, wasn't  there,  during  the  year  1949? 

A.  I  wouldn't  know.  You  can  figure  it  out  on 
there,  I  suppose.  I  couldn't  tell  you. 

Q.  Will  you  look  at  the  deposit  in  April  of 
1950,  the  month  of  April,  1950,  and  state  whether 
there  were  any  deposits  made  in  that  month? 

Mr.  Griffin:  If  the  Court  please,  this  was  limited 
in  admission.  I  have  no  objection,  except  that  I  sug- 
gest now 
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The  Court:     (Interposing)     Was  it  limited? 

Mr.  Griffin:  I  have  got  no  objection,  if  he  goes 
to  April,  1950,  except  to  suggest  I  will  reoffer,  in 
this  case,  the  May  1  audit  of  1950  which  I  deem 
material,  which  is  not  in. 

Mr.  Moriarty:  I  don't  know  how  that  has  any 
relation  to  this. 

Q.  (By  Mr.  Moriarty) :  Will  you  answer  the 
question  *? 

The  Court:  Just  a  moment.  The  question  has 
been  raised  as  to  the  limited  use  of — is  that  55? 

Mr.  Moriarty:  Exhil^it  55,  account  No.  198, 
Washington  State  Bank.  If  it  is  limited,  I  will  with- 
draw the  question. 

The  Court:  My  notes  indicate  admitted  from 
12/44,  on.  I  don't  know  what  it  is. 

Mr.  Le  Sourd :  I  have  the  notation  admitted  only 
for  the  years  involved. 

Mr.  Patten:     I  have  a  similar  notation. 

Mr.  Moriarty:    I  withdraw  the  question. 

The  Court:     Do  you  withdraw  the  question? 

Mr.  Moriarty:  I  withdrew  the  question.  It  is 
time  for  recess. 

The  Court:    You  still  have  further  questions? 

Mr.  Moriarty:    One  or  two,  I  think. 

The  Court:     Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  recess,  and  the  Court  calls  your  at- 
tention to  the  admonition  given  on  similar  occasions 
and  asks  that  you  heed  it  on  this  occasion. 

You  may  now  be  excused. 
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(Whereupon,   the   Jury  retired  from   the 
courtroom.) 

(Whereupon,  at  2 :46  p.m.  a  recess  was  had  in 
the  within-entitled  and  numbered  cause  until 
3:04  o'clock  p.m.  March  31,  1954,  at  which  time, 
[2807]  Counsel  and  Defendants  heretofore 
noted,  being  present,  the  following  proceedings 
were  had,  to-wit:) 
The  Court:     You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated.  It  is  stipulated 
that  the  Jury  and  all  defendants  are  present  in  the 
courtroom  ? 

Mr.  Grrif&n:    Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Moriarty. 
Q.     (By  Mr.  Moriarty)  :     Mr.  Forster,  I  think 
you  testified  that  you  now  have  a  Cadillac  automo- 
bile, model  year  1950?  A.     That  is  right. 

Q.    You  did  also  have  a  Cadillac  automobile  in 
1947,  didn't  you*?  A.     Yes. 

Q.    You  had  two  Cadillac  automobiles'? 
A.     I  traded  that  one  in  on  this  one. 
Q.     And  this   check  marked   Plaintiff's   Exhibit 
160  made  payable  to  the  Ryan  Cadillac  Company 
for  $3,650,  is  the  Cadillac  purchased  then  at  about 
that  time?  A.     That  is  right.  [2808] 

Q.     And  you  also  had  a  Ford  convertible  that  is 
now  in  Europe?  A.     That  is  right. 

Q.    And  you  still  have  title  to  that  car? 
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A.     That  is  right. 

Q.  Mr.  Forster,  as  I  understand  your  testimony, 
on  April  24,  1950,  you  got  a  call  from  Mr.  Marx? 

A.     I  think  it  was  about  that  date,  yes. 

Q.  And  then  on  April  26th  you  met  with  Mr. 
Marx  in  Mr.  Kachlein's  office*? 

A.     That  is  right. 

Q.    And  that  was  two  days  later? 

A.     I  think  it  was  two  days  later. 

Q.    Mr.  Tremper 

A.  (Interposing)  I  think  it  was  probably  be- 
fore that  Mr.  Marx  called  me,  before  the  24th. 

Q.     Well,  four  days  later? 

A.     Well,  it  was — it  was  a  few  days  later,  yes. 

Q.  And  you  had  by  that  time  hired  Mr.  Alkire 
and  Mr.  Tremper  to  meet  with  you  and  Mr.  Kach- 
lein  and  Mr.  Marx? 

A.  That  is  the  time  that  we — that  I  first  met 
Mr.  Tremper  and  Mr.  Alkire,  and  the  first  time 
I  [2809]  met  Mr.  Marx. 

Q.  You  had  given  instructions  to  Mr.  Kachlein, 
didn't  you,  to  hire  Mr.  Alkire  and  Mr.  Tremper  ? 

A.     That  is  right. 

Q.     And  he  had  already  hired  them  then. 

Why  did  you  want  Mr.  Tremper  and  Alkire  hired 
if  at  that  time  you  thought  the  books  were  O.K.? 

A.  Well,  when  Mr.  Marx  called  me  up,  it  was 
more  than  two  days  before.  It  was  probably  a  week 
before  that  time.  I  can't  give  you  the  exact  date. 
I  don't  keep  books  like  attorneys  do,  or  accountants 
do,  and  on  different  occasions,  it  is  just  my  recollec- 
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tion  when  Mr.  Marx  called  me  and  told  me  that  he 
wanted  to  examine  the  books  of  my  different  busi- 
nesses. 

I  told  him  that  Mr.  Taylor  had  the  books,  and  he 
said,  "Well,  you  know  that  Mr.  Taylor  is  going  to 
be  pleaded  guilty,  and  he  is  going  to  be  sentenced 
at  Tacoma."  And  I  said,  "Well,  I  read  in  the  paper 
that  he  pleaded  guilty  to  charges  of  income  tax 
evasion,  and — but,  so  far,  I  didn't  have  any  ac- 
countant yet  that  was  keeping  the  books."  And  he 
said,  "Well,  you  might  as  well  forget  Mr.  Taylor. 
I  [2810]  am  the  fellow  that  got  Mr.  Taylor — ex- 
amined Mr.  Taylor's  own  income  tax,  and  I  am  the 
one  that — I  am  the  one  that  helped  to  prosecute 
him." 

Q.    Well,  at  that  meeting 

Mr.  Griffin :  (Interposing)  I  think  there  is  more 
explanation,  if  you  want  the  complete  answer,  if 
the  Court  please. 

Mr.  Moriarty:  I  was  merely  asking  an  entirely 
different  question. 

Mr.  Griffin:     All  right. 

Mr.  Moriarty:    Then  the  witness  is  answering. 

Q.  (By  Mr.  Moriarty) :  In  that  short,  brief 
period  of  time 

A.     (Interposing)     Yes. 

Q.     (Continuing)      you    had    Mr.    Kachlein 

hire  Mr.  Alkire  and  Mr.  Tremper;  correct? 

A.    Well,  it  was  after  Mr.  Marx  talked  to  me. 

Q.    Yes,  after  that  telex:)hone  call*? 

A.     All  right;  thou  T — right  away,  I  called  Mr. 
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Taylor,  and  he  told  me  to  tell  them  to  go  to  hell, 
there  was  nobody  that  could  handle  those  books 
except  him,  that  he  was  the  only  one  that  knew 
about  them. 

Q.     But  you  had  Mr.  Kachlein  hired [2811] 

A.     (Interposing)     Not  at  that  time  when  Mr. 
Marx  called  me. 

Q.     Now,  let's  get  to  the  question. 

A.     All  right. 

Q.     I  am  talking  about  this  meeting  with  Mr.  Al- 
kire,  Mr.  Tremper,  yourself  and  Mr.  Kachlein. 

A.    Yes. 

Q.     Which  occurred  very  shortly  after  the  first 
call  Mr.  Marx  made  to  you  about  a  tax  problem. 

A.     It  happened  after  Mr.  Taylor — Mr.   Taylor 
went  to  Tacoma. 

Q.     Let's  forget — you  can't  forget — Mr.  Taylor. 

A.     I  can't  forget  Mr.  Taylor. 

Q.     For  the  purpose  of  this  question. 

A.     This  is  how  it  happened.  If  you  want  to  know 
how  it  happened,  then  Taylor  is  in  the  deal. 

Mr.  Moriarty:    I  would  like  the  Court  to  instruct 
the  witness  to  answer  my  question. 

Mr.  Griffin:     May  the  question  be  read,  if  the 
Court  please? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  the  following  was  read  by  the 
reporter:     [2812] 

"Q.     I  am  talking  about  this  meeting  with  Mr. 
Alkire,  Mr.  Tremper,  yourself  and  Mr.  Kachlein. 

''A.    Yes. 
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''Q.  Which  occurred  very  shortly  after  the  first 
call  Mr.  Marx  made  to  you  about  a  tax  problem. 

''A.  It  happened  after  Mr.  Taylor — Mr.  Taylor 
went  to  Tacoma. 

''Q.     Let's  forget — you  can't  forget — Mr.  Taylor. 

^'A.     I  can't  forget  Mr.  Taylor. 

"Q.     For  the  purpose  of  this  question. 

"A.  This  is  how  it  happened.  If  you  want  to 
know  how  it  happened,  then  Taylor  is  in  the  deal.") 

Q.  (By  Mr.  Moriarty) :  At  that  meeting,  you 
were  present,  Mr.  Kachlein  was  present,  Mr.  Al- 
kire  and  Mr.  Tremper?  A.    And  Mr.  Marx. 

Q.     And  Mr.  Marx;  nobody  else? 

A.     Not  so  far  as  I  know. 

Q.  And  at  that  time,  a  remark  was  made  about 
sloppy  bookkeeping? 

Mr.  Griffin:  Just  a  moment  now,  if  the  Court 
please.   [2813] 

May  I  inquire?  Is  that  a  question? 

Q.  (By  Mr.  Moriarty  continuing)  :  Well,  was 
a  remark  made  about  sloppy  bookkeeping? 

A.     It  wasn't  in  my  presence. 

Q.     It  wasn't  in  your  presence?  A.     No. 

Q.  Was  there  anything  said  aliout  bookkeeping 
in  your  presence  by  anyone? 

A.  Wei],  of  course,  they  talked  in  generalities 
about  the  books  of  the  different  companies  that  I 
had  interest  iu,  ])ut  I  would  say  75  or  80  percent 
of  it  was  over  my  head.  I  couldn't  follow  along  be- 
tween Mr.  Tremper,  Mr.  Alkire  and  Mr.  Kachlein. 
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Q.    At  that  time,  neither  Mr.  Tremper,  Mr.  Al- 
kire,  nor  Mr.  Kachlein  had  examined  your  books'? 

A.     No,  nobody  at  that  time. 

Mr.  Moriarty:    That  is  all. 

The  Court:  Now,  Mr.  Griffin,  do  you  wish  to 
now  offer  that  original? 

Mr.  Griffin:    Yes,  sir. 

Mr.  Le  Sourd:    No  objection. 

Mr.  Moriarty:    No  objection. 

The  Court:  At  this  time,  A-61  will  become  the 
original?  [2814] 

Mr.  Griffin:    Yes,  sir;  that  is  my  suggestion. 

The  Court:  Of  the  exhibit.  There  is  no  objec- 
tion from  the  Government? 

Mr.  Moriarty:     No  objection,  your  Honor. 

The  Court:    It  may  be  so  ordered? 

Ladies  and  Gentlemen  of  the  Jury: 

You  may  recall  yesterday,  I  believe  it  was,  that  a 
question  arose  relative  to  an  exhibit  which  appeared 
to  ])e  a  photostat.  Mr.  Griffin  has  now  obtained  the 
original  and  it  is  noAv  being  offered  and  admitted, 
and  Mr.  Griffin  may  have  a  question  or  two  in  re- 
gard to  it,  so  that  we  will  go  back  at  this  time 
and  cover  that  before  we  have  any  further  cross- 
examination. 

Mr.  Griffin:  May  I  say,  if  the  Court  please,  I 
demanded  from  the  Government  the  production  of 
this  original  on  the  assumption  that  the  Govern- 
ment had  it  and  they  denied  it,  and  Mr.  Brody 
confesses  guilt.  He  foimd  it. 

Mr.  Moriarty:    Apology  accepted. 
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Direct  Examination   (continued) 

Q.  (By  Mr.  Griffin)  :  A-61,  Mr.  Forster,  now  in 
lieu  of  the  [2815]  original  photostat,  which  you 
identified,  I  will  show  you  the  original,  and  are  all 
items  on  there  in  your  handAvriting  ?  A.     Yes. 

Q.  And  you  testified  that  you — that  that  is  dated 
January  1,  1947?  A.     That  is  right. 

Q.  And  is  your  jotting  down  of  what  you  con- 
sidered your  assets,  is  that  right? 

A.     That  is  right. 

Q.  And  I  think  that  you  testified  that  you  dis- 
cussed those  items  with  Mr.  Taylor? 

A.     That  is  right. 

Q.  Now,  will  you  read  to  the  Jury  the  first  item 
upon  A-61  ? 

A.    Washington  State  Bank,  $62,602.02. 

Q.  Was  that  an  itemization  of  what  you  thought 
you  had  in  the  bank,  in  the  Washington  State  Bank, 
at  that  time  ?  A.     That  is  right,  yes. 

Q.  Now,  referring  to  the  exhibit  just  used  by 
Mr.  Moriarty,  Exhibit  55,  which  is  the  ledger  sheet 
of  this  account  in  the  Washington — in  the — what  is 
that  Washington  State  Bank? 

A.     Washington  State  Bank,  yes,  sir.  [2816] 

Q.  The  amount  you  just  read  was  $62,602.02  as 
of  January  1,  1947?  A.     That  is  right. 

Mr.  Griffin:  May  I  read  to  the  Jury,  if  the 
Court  please,  the  balance  shown  on  Exhibit  55  at 
the  nearest  date,  which  is  December  28,  1946? 

The  Court:    You  may. 

J\lr.   Griffin:     Balance,   $62,780.03. 
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I  said,  if  the  Court  please,  the  nearest  date. 

I  overlooked,  and  there  is  a  December  31st  "in" 
which,  I  assume,  means  interest. 

Mr.  Moriarty :    Yes. 

Mr.  Griffin:  $228.01;  the  December  19th  bal- 
ance, before  the  entry,  is  $57,279.06 ;  after  the  entry 
of  the  interest,  $57,507.07;  and  then  the  December 
28th  balance,  $62,780.03. 

Q.  (By  Mr.  Griffin)  :  Now,  I  think  you  testified 
that  Exliibit  124  is  a  statement — do  you  know 
whether  Exhibit  124  which  bears  your  signature 
and  is  a  Hans  Forster  financial  statement,  March 
31,  1947, — whether  that  was  prepared  by  Mr.  Tay- 
lor or  by  the  Bank;  do  you  know  which  it  is? 

A.     That  is  prepared  by  Mr.  Taylor.  [2817] 

Mr.  Griffin:  I  would  like  to  read  now,  if  I  may, 
if  the  Court  please,  Exhibit  A-61  to  the  Jury. 

The  Court :    You  may. 

Mr.  Griffin:  I  am  reading  from  the  photostat. 
Will  you  follow  me  on  the  original,  please,  Mr. 
Forster,  because  you  may  have  to  tell  me  what  all 
of  these  items  are. 

January  1,  1947,  Washington  State  Bank,  $62,- 
602.02;  Government  bonds,  $50,000;  Werner  and 
Murphy,  $24,000;  Peoples  Bank,  $60,000;  Apex 
Farms  $110,000;  Brown  and 

The  Witness:  (Interposing)     Sharp. 

Mr.    Griffin:      (Continuing)      $14,600;    New 

England  Public,  $18,300 ;  Placer  Development  Com- 
pany, $2,850;  Ditto,  $4,325;  Minnesota-Ontario,  is 
that? 
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The  Witness:    Yes. 

Mr.  Griffin:  $4,325;  Issaquah  Creamery  Com- 
pany, $50,000;  Pickering  Mortgage,  $1200;  Crosby, 
is  that? 

The  Witness:    Yes. 

Mr.  Griffin:  $1,000;  and  the  next  name? 

The  Witness:    Elaine  Neukirchen. 

Mr.  Griffin:  $4,000,  with  a  circle — four  thousand 
with  a  circle  around.  [2818] 

The  Yfitness:    That  is  four  hundred. 

Mr.  Griffin:  Carried  into  the  total  column, 
$2500;  Grill,  $5500;  Photo  Claim,  is  that? 

The  Witness:    Arctic  Gardens. 

Mr.  Griffin:    $12,500. 

Will  you  read  the  next  one? 

The  Witness:    Northwest  Hotel  Supply,  $5,000. 

Mr.  Griffin:    And  the  next  item? 

The  AYitness:    I  can't  even  read  my  own  writing. 

Mr.  Griffin:    The  figure  is  $5,215? 

The  AYitness:     $5,215;  that  is  right. 

Mr.  Griffin:     And  the  total  is  $424,292.02? 

The  Witness :    That  is  right. 

Q.  (By  Mr.  Griffin)  :  Now,  Exhibit  124,  which 
is  March  31,  1947 

Mr.  Griffin:  And,  may  I  say  to  the  Court  and 
Counsel,  that  this  is  the  closest  date  of  any  of  these 
financial  statements  that  I  have  found  to  January 
1,  and  tliat  is  why  I  am  using  it? 

O.     (By   Mr.    Griffin   continuing)      Exhibit   124 
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shows — reads  —  Net  Worth,   Hans  Forster,   $686,- 

157.28?  [2819]  A.     That  is  right. 

Q.     And  your  statement,  A-61  is  $424,292? 

A.    Yes. 

Q.  However,  what  is  Issaquah  Creamery  Com- 
pany carried  at  under  A-61,  that  you  have  before 
you?  A.     $50,000. 

Q.  And  is  that  the  same  vahie  that  the  Govern- 
ment has  used  in  its  net  worth  statement  as  Issa- 
quah Creamery  Company  in  these  items,  fifty  thou- 
sand ? 

A.  I  can't  tell  you  what  they  used.  I  don't  know 
anything  about  it. 

0.  All  right;  what  does  Mr.  Taylor  in  this  state- 
ment, 124,  carry  Issaquah  Creamery,  reading  Issa- 
quah Creamery  Company  Net  Worth? 

A.     $341,245.10. 

Air.  Keesling:     We  can't  hear  the  witness. 

The  Witness:  Three  hundred  forty-one  thou- 
sand  


Mr.  Griffin:    tv>'0  hundred  forty-five  dollars. 

The  Witness:      (Continuing)     two  hundred 

forty-five  dollars  and  ten  cents.  [2820] 

Q.  (By  Mr.  Griffin)  :  As  opposed  to  your  capi- 
talization item  of  $50,000,  is  that  right? 

A.     That's  right. 

Q.  Now,  on  the  other  hand,  what  valuation  do 
you  carry  Apex  Farms  in  Exhibit  A-61? 

A.     $110,000. 

Q.  And  Mr.  Taylor,  Exhibit  124,  Apex  Farms 
is  what?  A.     $60,749.76. 
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Mr.  Keesling :    I  can't  hear  the  witness. 

Mr.  Grif&n:    $60,749.76. 

Q.  (By  Mr.  Griffin)  :  Is  there  any  real  estate 
inchided  under  Exhibit  A-61'? 

A.     No,  there  isn't. 

Q.  And,  in  124,  it  carries  under  the  reading  Real 
Estate,  does  it  not,  $36,630? 

A.    Yes,  $36,630. 

Q.  And  also  124  carries  contingent  liabilities, 
$281,280.25?  A.     That  is  right. 

Q.     Have  you  any  idea  what  that  is? 

A.    No. 

Q.  Now^,  did  you,  from  time  to  time,  make  up 
statements  for  Mr.  Taylor  like  A-61  and  from  time 
to  [2821]  time,  receive  these  white  sheets  in  evi- 
dence here,  of  which  121  is  a  sample,  and  which  you 
signed  ? 

The  Court:     124? 

Mr.  Griffin :     124,  pardon  me. 

A.  I  made  those  smaller  slips  up  probably  three 
or  four  times  a  year,  and  discussed  it  with  Mr. 
Taylor.  I  don't  know  if  he  ever  took  any  along 
or  not,  to  try  and  make  notes  from  them,  but  quite 
often,  we  discussed  them;  and  Exhibit  124,  that  is 
the  statement  that  both  the  banks  received  at  the 
end  of  each  year,  probably,  around  the  month  of 
March  or  April.  We  always  had  to  ask  for  it. 

Mr.  Griffin:  I  think  that  is  all  that  would  be 
proper  redirect  on  this  one  item  at  this  time,  if 
the  Court  please. 
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The  Court:  Mr.  Moriarty,  do  you  have  anything 
on  this  portion? 

Mr.  Moriarty:  I  will  reserve  it  until  later,  if 
it  is  necessary. 

Cross  Examination 

Q.  (By  Mr.  LeSourd) :  Mr.  Forster,  was  it 
important  to  you  that  your  business  be  profitable? 

A.    Yes. 

Q.  And  profit,  in  general,  is  the  amoiuit  [2822] 
by  which  receipts  exceed  expenses;  isn't  it? 

A.  Well,  profit  is  what  you  got  over  after  you 
pay  all  of  the  bills. 

Q.     I  take  it  your  answer  is  "yes"? 

A.  Well,  that  is  my  explanation.  That  is  what 
I  think  of  profit.  After  we  pay  all  the  bills,  that  is 
supposed  to  be  profit. 

Q.  I  think  we  will  get  along  very  well,  Mr. 
Forster,  if  you  will  answer  my  questions  directly. 

A.  Well,  maybe  some  of  them  I  can't  just  say 
''yes"  or  "no"  on. 

Q.     All  right;  but  on  this  one,  I  think  you  can. 

A.    Well,  if  you  want  to  repeat  it,  go  ahead. 

Q.  Isn't  profit  in  general  the  amount  by  which 
receipts  exceed  expenses? 

A.     Well,  I  would  think  so. 

Q.  Now,  you  stated  yesterday  that  yoTi  figured 
out  yourself  the  annual  profit  before  Mr.  Taylor 
came  out? 

A.  I  didn't  say  that  I  figured  out  the  annual 
profit  before  Mr.  Taylor  came  out. 

Q.     What  did  you  say? 
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A.  I  said  that  we  estimated  our  monthly  profit 
on  a  profit  and  loss  statement  from  our  [2823] 
monthly  sales  and  monthly  expenses. 

Q.  And  you  estimated  that,  I  think  you  said, 
in  your  own  mind  ? 

A.    Well,  some  of  it,  yes. 

Q.  And  you  did  that  before  getting  Mr.  Taylor's 
figures,  I  think  you  testified,  didn't  you? 

A.    Well,  I  think  you  make  comparison 

Q.     (Interposing)  Yes,  now 

A.  (Continuing)  even  after  I  got  Mr.  Tay- 
lor's figures. 

Q.     Well,  just  answer  my  question. 

A.  I  wouldn't  get  the  sales  until  Mr.  Taylor 
came  out. 

Q.  Just  answer  my  question.  I  think  you  testi- 
fied yesterday,  didn't  you,  that  you  made  up  that 
in  your  own  mind  on  your  own  before  comparing 
it  with  Mr.  Taylor's  figures? 

A.     I  don't  think  I  testified  to  that,  no. 

Q.     AYell,  what  is  the  fact  on  that,  Mr.  Forster? 

A.  Well,  the  fact  is  that  we  figured  our  profits 
on  our  sales,  but  we  had  a  certain  percentage  of 
gross  profit,  and  when — after  Mr.  Taylor  was  out 
thore.  he  gnre  m(^  some  kind  of  a  rough  draft  of 
what  wo  marlo  the  previous  month.  [2824] 

Q.  Now,  in  using  the  word  'Sve,"  is  that  the 
same  editorial  "we"  that  means  ^^me"? 

You  said  "we"  figured.  Are  you  talking  about 
yourself  alone,  or  was  there  someone  else? 
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A.  I  am  talking  about  Mi\  Taylor,  Mr.  Erick- 
son. 

Q.  Maybe  we  are  talking  about  two  different 
things.  I  am  talking  about  your  testimony  yester- 
day, Mr.  Forster,  which,  as  I  recall  it,  and  you 
correct  me  if  I  am  wrong,  was  that  you  testified 
you  figured  out  in  your  own  mind  what  your  profit 
ought  to  be  before  you  compared  and  received  Mr. 
Taylor's  figures,  and  you  were  fairly  close,  most 
of  the  time? 

A.     As  far  as  I  know,  I  testified  yesterday 

Q.  (Interposing)  First,  before  saying  that,  will 
you  tell  me  whether  what  I  said  was  right  or 
wrong  I 

I  am  asking  you  if  that  is  a  fair  substance  of 
your  testimony? 

A.  I  told  you  I  had  a  rough — could  get  a  rough 
idea  of  what  the  profits  should  be  after  we  got  the 
sales,  and  after  we  got  the  expenses. 

Q.  And  that  was  done  in  your  own  mind,  I  think 
you  said? 

A.     That  is  right,  after  I  had  the  sales.  [2825] 

Unless  I  had  sales  and  expenses,  I  couldn't  do 
any  work  on  that. 

Q.  And  you  compared  that  with  Mr.  Taylor's 
figures  when  you  got  them  and  it  was  fairly  close; 
is  that  correct? 

A.  Sometimes  it  was  close,  and  sometimes  it  was 
off.  After  he  gave  us  the  rough  draft  that  Saturday 
afternoon,  before  he  made  it  up,  it  changed  some- 
times as  much  as  ten  thousand  dollars  between  what 
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his  estimate  was  at  that  time,  the  rough  drafts  and 

final  statement. 

The  final  statement  he  gave  me  probably  a  week 
later  that  he  has  mailed  out. 

Q.  I  want  to  get  at  just  what  figures  you  took 
into  consideration  when  you  made  up  your  own 
profit  and  loss  statement  in  your  own  mind;  what 
factors  did  you  consider? 

A.  Well,  we  figured  on  the — we  figured  the  sales 
and  expenses. 

Q.  All  right ;  your  sales  and  expenses.  Anything 
else? 

A.  Well,  the  labor  cost  and  figured  our  pur- 
chases. 

Q.  Sales,  expenses,  labor  cost  and  purchases; 
anything  else?  [2826]  A.     No. 

Q.  By  "expenses,"  you  mean  something  differ- 
ent than  labor  cost  and  purchases? 

A.    Well,  the  odds  and  ends  of  the  expenses. 

Q.  You  mean  by  that  the  office  overhead  and 
accoimting  expense  and  bookkeeping? 

A.  Well,  of  course,  the  office  expenses  was  joart 
of  the  labor. 

Q.  And  expense  would  include  general  overhead, 
too? 

A.  The  only  thing  I  could  do  is  to  go  ahead 
and  make  comparison  with  the  month  before,  the 
statement  that  Mr.  Taylor  gave  me  the  month 
before. 

Q.  Mr.  Forster,  are  you  answering  a  question 
of  mine,  or  making  a  speech  to  the  Jury? 
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Mr.  Griffin:    Object  to  the  form  of  the  question. 

Mr.  Le  Sourd:  I  think  I  have  the  right  to  have 
the  witness  sometime  answer  my  question. 

The  Witness :    I  think  the  Jury  ought  to  know. 

The  Court:    Just  a  moment,  please. 

Mr.  Reporter,  read  the  question. 

(Whereupon,  the  following  was  read  by  the 
Reporter :) 

"Q.  And  expenses  would  include  general  [2827] 
overhead,  too? 

''A.  The  only  thing  I  could  do  is  to  go  ahead 
and  make  comparison  with  the  month  before,  the 
statement  that  Mr.  Taylor  gave  me  the  month  be- 
fore. 

'*Q.  Mr.  Forster,  are  you  answering  a  question 
of  mine,  or  making  a  speech  to  the  Jury?" 

A.  Well,  do  I  have  to  look  at  you,  or  should  I 
look  to  the  Jury,  or  which  way?  If  you  start  to 
criticize  me,  I  want  to  know  what  I  am  supposed 
to  do. 

The  Court:  You  may  answer.  Ordinarily,  you 
speak  to  the  Jury.  If  Mr.  Le  Sourd  wants  you  to 
do  otherwise,  and  so  indicates,  you  may. 

The  Witness:  Well,  somebody  has  to  tell  me. 
I  don't  know  which  way  to  look  now.   Yes? 

The  Court:  You  can  answer  your  questions  to 
the  Jury. 

Mr.  Le  Sourd:  You  can  look  at  the  Jury  and 
answer  my  question,  Mr.  Forster. 

A.     Well,  from  one  month  to  another,  we  had  to 
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make  comparison  \vitli  monthly  statements  that  we 

got  before. 

Q.  (By  Mr.  LeSourd)  :  Now,  just  a  moment. 
Again,  I  ask  a  simple  [2828]  question,  and  I  would 
like  an  answer  to  it. 

Mr.  Le  Sourd :    I  ask  the  reporter  to  read  it. 

The  Court:    The  same  question  just  read? 

Mr.  Le  Sourd:    The  same  question  just  read. 

The  Court:    Mr.  Reporter,  read  the  question. 

Before  we  read  the  question,  I  might  say,  Mr. 
Forster,  inasmuch  as  it  appears  there  may  be  a 
little  controversy  in  some  of  these  questions,  if  pos- 
sible, just  listen  to  the  question  and  answer  the 
question  as  closely  as  possible  as  it  is  put,  and 
then,  if  you  wish  to  explain  it,  or  to  give  a  further 
version,  then  you  may  go  on  and  that  way,  w^e  wdll 
avoid  some  difficulty.  Listen  to  the  question  and 
try  to  answer  it  as  best  you  can  directly,  and  if  it 
needs  an  explanation  in  your  mind,  you  may  go 
ahead  and  explain. 

The  Witness:  But,  your  Honor,  if  I  have  to 
give  ''yes"  or  "no,"  then  I  can't  bring  my  explana- 
tion out. 

The  Court:  If  you  can't  give  ''yes"  or  "no," 
state  that  you  can't  answer  "yes"  or  "no,"  and 
then  go  ahead.  [2829] 

The  Witness:     Thank  you. 

The  Court :  Just  give  the  direct  answer  that  you 
can,  and  then  the  explanation,  and  we  will  save 
time. 
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Mr.  Le  Sourd:  May  we  have  the  question  read 
again  ? 

The  Court:  Yes.  Mr.  Reporter,  read  the  ques- 
tion. 

(Whereupon,  the  following  was  read  by  the 
reporter.) 

'^Q.  And  expenses  would  include  general  over- 
head, too?"  A.     I  think  so,  yes. 

Q.  (By  Mr.  LeSourd)  :  Where  did  you  get  the 
figure  for  purchases  when  you  made  up  these  cal- 
culations ? 

A.  The  figures  for  the  purchases  came  from  Mr. 
Erickson. 

Q.     Did  you  ask  Mr.  Erickson  for  them ;  did  you  ? 

A.  No,  he  just,  like  I  mentioned  before — Mr. 
Erickson  made  up  some  kind  of  a  rough  draft  on 
a  piece  of  paper  from  the  sales  and  from  the  ex- 
penses and  from  the  month  before,  and  after  Tay- 
lor went  over  the  ]>ooks  and  he  gave  me  the  figures, 
we  go  ahead  and  [2830]  make  the  comparison  of 
it  and  that  is  the  time  we  compared  the  sales  of  the 
previous  month  that  he  made  the  statement  for 
with  the  sales  of  the  month  before  with  the  expenses 
of  the  month  before. 

For  instance,  if  he  came  out  the  latter  ])art  of 
March  to  make  up  February's  statement,  then  we 
would  take  the  sales  for  the  month  of  February 
and  the  expenses  for  the  month  of  February  and 
the  purchases,  and  make  comparison  with  the  month 
of  January  to  see  just  how  far  we  was  along  on 
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it,  how  close  we  was  to  the  actual  figures  on  the 

profit  and  loss  statement. 

Q.  Mr.  Forster,  I  am  asking  you  about  the  state- 
ment that  you  made  up  yourself? 

A.     I  didn't  make  up  any  statement. 

Q.     You  didn't  make  up  any  statement*? 

A.     Jso,  I  had  it  in  my  mind. 

Q.     You  made  it  up  in  your  mind? 

A.     That  is  right;  never  wrote  anything  down. 

Q.  I  am  asking  you  about  the  statement  you 
made  up  in  your  mind  for  the  immediate  preceding 
month,  which  you  testified  yesterday  you  then  com- 
pared with  Mr.  Taylor's  figures. 

Now,  where  did  you  get  the  figure  for  purchases 
that  you  used  in  making  that  mental  calculation? 

A.  It  was  the  figures  that  Mr.  Taylor  gave  me 
of  the  sales  and  percentagewise.  In  other  words, 
our  percentage  wouldn't  vary  between  a  quarter  of 
one  percent  from  one  month  to  another,  unless 
there  was  a  difference  in  labor,  after  a  new  labor 
contract  came  along,  or  the  raise  in  price  of  milk, 
but  as  a  whole,  if  there  was  nothing  that  changed 
that  figure,  our  margin  was  very,  very  close,  and 
it  was  very  even. 

Q.  I  am  a  little  confused  now.  First,  you  say 
Mr.  Erickson  and  then  Mr.  Taylor.  "\'\liere  did  you 
get  the  figures? 

Mr.  Griffin :  Just  a  moment,  because  we  may  all 
be  confused.  The  question  was  about  ]iurchases, 
and  he  answered  as  to  sales,  so  that  I  think  you 
shnnld  define  which  one  vou  are  asking"  for. 
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Mr.  Le  Sourd:    I  am  asking  about  purchases. 

Mr.  Griffin :  And  so  that  we  have  that,  purchases 
by  Issaquah  or  Alpine  ? 

Mr.  Le  Sourd:  Well,  whatever  company  he  is 
making  up  a  profit  and  loss  statement  for  in  his 
mind. 

Q.  (By  Mr.  Le  Sourd  continuing)  :  You  did  it 
for  both  companies,  did  youf  [2832] 

A.  I  would  sit  down  with  Mr.  Taylor  in  my 
office.  That  is  when  we  make  comparison.  I  didn't 
make  up  statements.  I  knew — after  he  gave  me  the 
actual  figures,  that  is  when  I  tried  to  figure  out  in 
my  mind  just  about  how  much  the  profit  would  be, 
or  loss;  either  way. 

Q.    Both  companies? 

A.  Well,  as  far  as  I  know,  Mr.  Taylor  made  out, 
up  at  Issaquah,  Issaquah  Creamery  Company  and 
Alpine  Dairy  and  Alpine  Ice  Cream  Company.  He 
worked  from  the  books  at  Issaquah  when  he  came 
up. 

Q.  Then  I  take  it  your  answer  is  "yes"  to  my 
last  question:  to  both  companies? 

A.     Well,  all  three  of  them. 

Q.    All  three  of  them?  A.    Yes. 

Q.  Take  one — Issaquah.  Did  you — I  take  it 
your  testimony  is  now  that  you  got  that  not  from 
Erickson  but  from  Taylor? 

A.  I  think  Taylor — Erickson  gave  Taylor  the 
figures.   That  is  the  reason  he  came  out. 

Q.     Yes,  Erickson  gave  Taylor  the  figures,  and 
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you  got  them  before  he  came  out  or  after  he  came 

out? 

A.  It  all  depends;  I  suppose  I  could  have  gotten 
them,  if  I  wanted  them,  from  Erickson.  [2833] 

Q.     You  sometimes  did,  didn't  you? 

A.  I  think  most  of  the  time  that  Erickson  made 
some  kind  of  a  rough  guess  in  the  monthly  situa- 
tion from  the  month  before,  and  he  wouldn't  bring 
it  out  until  Taylor  came  up  with  his  figures  and  we 
made  the  comparison. 

Q.  In  other  words,  Mr.  Erickson  made  out  a 
little  profit  and  loss  statement  himself  before  Tay- 
lor got  out  there? 

A.  No,  he  didn't  make  out  a  profit  and  loss 
statement.  He  just  took  those  figures  that  I  men- 
tioned. AnysYay,  that  is  hoAv  he  told  me,  and  he 
made  some  rough  guess. 

Q.     He  made  some  rough  guess  as  to  the  profits? 

A.     That  is  right;  profit  or  loss;  either  way. 

Q.     And  thou  he  went  over  that  ^vith  you? 

A.     He  went  over  it  with  Mr.  Taylor  and  myself. 

Q.  Did  he  go  (^ver  it  with  you  before  Mr.  Taylor 
came  out? 

A.  He  maybe  did,  once  or  twice  a  year;  maybe 
not  that  much.  ^Ve  just  talked  about  it  after  Mr. 
Taylor  came  ont  witli  his  rough  figures  l^efore  he 
went  [2834]  to  Seattle  aud  finished  it  U])  and  sent 
me  the  statement. 

Q.  So  that  vou  had  three  calculations  of  the 
profit,  one  liy  Mr.  Erickson,  one  in  yonr  own  mind, 
aTirl  one  bv  l^Tr.  Ta^'lor;  is  that  vonr  testimonv? 
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A.  I  don't  know  if  you  can  call  that  a  calcula- 
tion. I  think  I  knew  what  I  was  doing.  I  knew 
what  my  buying  price  was,  and  my  selling  price, 
and  I  knew  what  my  labor  cost  was.  I  knew  what 
I  paid  the  people,  and  I  knew  what  my  sales  was. 
In  my  mind,  I  made  out  my  rough  figures  on  the 
deal. 

Q.  Now,  I  still  haven't  got  a  final  answer  on 
whether  you  got  the  purchase  figure  from  Mr. 
Erickson  or  Mr.  Taylor.  Will  you  clear  it  up? 

A.  It  all  depends  on  which  one  I  ask.  Either 
one  gave  it  to  me.  I  don't  know  which  month  or 
year.  This  is  15  or  20  years  you  are  talking  about. 
This  didn't  happen  every  month. 

Q.  Then  sometimes  you  got  the  figures  from  Mr. 
Erickson  and  sometimes  from  Mr.  Taylor? 

A.  I  guess  I  could  have  gotten  them  from  either 
one  of  them. 

Q.     You  say  you  could  have;  did  you? 

A.     I  probably  did  at  times. 

Q.  By  "probably  did,''  you  mean  you  did;  isn't 
that  [2835]  right?  A.     Well 

Q.  (Interposing)  I  am  just  trying  to  get  your 
testimony,  Mr.  Forster. 

A.  That  is  right;  and  I  am  trying  to  give  you 
a  fair  answer. 

Mr.  Keesling:  May  I  ask  if  counsel  would  indi- 
cate which  company? 

Mr.  Le  Sourd:  We  are  talking  about  Issaquah 
Creamery  for  the  time  being. 

Q.     (By   Mr.   LeSourd) :      Where    did    you    get 
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your  figure   for  the  labor  cost   for  the   month   in 

making  this  calculation? 

A.  From  the  same  source.  They  are  the  only 
source  that  had  it,  Mr.  Taylor  and  Mr.  Erickson. 

Q.    Where  did  you  get  your  figure  for  expenses? 

A.  I  didn't — the  sales  figures,  total  amount  of 
expenses  we  had,  which  included  labor  and  which 
included  the  buying  of  milk  and  the  buying  of 
boxes  and  any  other  purchases,  that  is  where  the 
percentage — that  is  the  way  the  percentage  worked 
out. 

Q.    Where  did  you  get  your  sales  figure? 

A.  From  either  one  of  those  two  fellows,  [2836] 
whenever  I  asked  them. 

Q.  If  the  expenses  in  a  given  month  or  a  given 
year,  Mr.  Forster,  were  too  high,  you  wouldn't  make 
any  profit,  would  you? 

A.  No,  if  the  expenses  were  higher  than  the 
receipts  I  don't  suppose  there  was  any  money  left 
to  make  a  profit. 

Q.  In  other  words,  to  make  a  profit,  you  have 
got  to  keep  your  expenses  down;  isn't  that  right? 

A.     That  is  correct. 

Q.  When  you  took  into  consideration  the  ex- 
penses and 

Mr.  Le  Sourd:    Strike  that. 

Q.  (By  Mr.  Le  Sourd  continuing) :  The  office 
cost,  the  bookkeeping  cost,  and  accounting  cost,  was 
a  part  of  that  expense,  wasn't  it? 

A.     That  is  right. 
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Q.  You  also  had  x>lant  expense  and  sales  ex- 
pense, didn't  you?  A.    Yes. 

Q.  Plant  expense  and  sales  expense  are  produc- 
tive of  income,  aren't  they? 

A.     What  is  that  term  again?   I  didn't 

Q.  (Interposing)  The  expenses  which  you  had 
in  [2837]  your  plant  is  for  the  i)roduction  of  your 
goods,  isn't  it? 

A.  That  is  right,  for  the  manufacture  of  the 
goods. 

Q.  And  expenses  for  sales  is  for  the  selling  of 
the  goods?  A.     That  is  correct,  yes. 

Q.  And  so  those  two  are  productive  of  income; 
they  bring  about  the  income  of  your  company? 

x\.  Well,  they  bring  about  expenses  of  the  com- 
pany: that  is  what  you  mean? 

Q.  And  through  those  expenses,  you  are  able 
to  produce  income,  is  that  right? 

A.     I  would  think  so,  yes. 

Q.  But  your  office  expense  is  an  overhead,  and 
not  productive,  isn't  that  right? 

A.  I  wouldn't  know  what  the  difference  between 
the  two  is.  It  is  part  of  your  general  make-up  of  a 
business,  I  would  say.  I  wouldn't  know  why  one 
is  productive,  and  one  isn't. 

Q.  Your  testimony  is  that  they  are  all  expenses 
of  the  business? 

A.  I  think  it  takes  all  of  those  things  to  make 
a  business  up  and  to  run  it. 

Q.  Were  you  interested  in  how  much  your  book- 
keeping [2838]  and  accounting  cost? 
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A.  I  was  interested  in  all  my  costs,  buying,  or 
labor  cost,  or  office  cost. 

Q.  The  cost  of  bookkeeping  and  accounting  con- 
sists largely  of  salary,  doesn't  it? 

A.  Well,  so  does  sales,  so  does  any  of  the  other 
items.  I  don't  know  what — what  the  difference 
would  be  between 

Q.  (Interposing)  Most  of  the  bookkeeping  and 
accounting  expense  was  what  you  had  to  pay  to 
the  employees  monthly  in  monthly  work,  wasn't  it? 

A.     That  is  right,  yes. 

Q.  Were  you  interested  in  how  much  you  had 
to  pay  in  salary  and  fees  for  your  bookkeeping  and 
accounting  ? 

A.  I  was  interested  in  all  my  expenses,  not  only 
on  that  one;  I  was  interested  in  the  bookkeeping 
part  and  just  like  I  was  with  the  rest  of  the  labor. 

Q.  You  testified,  I  believe,  Mr.  Forster,  that  you 
had  taken  over  a  succession  of  failing  businesses 
and  made  them  pay? 

A.  Well,  I  didn't  take  any  of  them  over  and 
made  them  pay  on  the  original — on  the  original 
place.  It  either  went  in  the  hands  of  receivers  and 
then  [2839]  all  we  did  was  to  move  the  routes  from 
the  former  location.  I  didn't  go  in  and,  for  in- 
stance, take  over  the  Melrose  Dairy  at  Ballard  and 
run  it  at  the  same  spot.  The  only  way  I  could  make 
anything  out  of  it  was  to  buy  the  route  and  trucks 
and  some  of  the  equipment  and  the  good  will  of 
the  dairy,  of  the  customer,  and  move  it  to  the  loca- 
tion  to   increase   my   volniuo.     I    didn't   make    the 
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individual  dairy  pay  under  the  same — on  the  same 

location. 

Q.  You  consolidated  them  into  one  operation 
and  made  them  profitable,  isn't  that  right? 

A.     That  is  right,  yes. 

Q.  Now,  not  only  did  you  make  this  consolida- 
tion of  these  failing  businesses  pay,  but  in  doing  so, 
you  were  able  to  make  a  larger  margin  of  profit 
yourself  than  your  competing  dairies  here  in  Se- 
attle, weren't  you? 

A.  Well,  we  were  just  a  small  set-up  to  start 
out  with. 

Q.     Well,  now,  answer  my  question. 

Mr.  Griffin:    I  object  to  it,  if  the  Court  please. 

A.     Well,  you 

Mr.  Griffin:  Just  a  moment.  I  object  to  the 
form.  There  is  nothing  to  show  that  this  witness 
knew  [2840]  how  much  the  other  dairies  were  mak- 
ing. 

Mr.  Le  Sourd:  Yes,  there  is  testimony  in  this 
case 

The  Court:  (Interposing)  Mr.  Reporter,  you 
will  read  the  question,  and  then  the  witness  may 
answer  it,  if  he  is  able  to. 

(Whereupon,  the  following  was  read  by  the 
reporter.) 

''Q.  Now,  not  only  did  you  make  this  consoli- 
dation of  these  failing  businesses  pay,  but  in  doing 
so,  you  were  able  to  make  a  larger  margin  of  profit 
yourself  than  your  competing  dairies  here  in  Se- 
attle, weren't  you?" 
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A.  Well,  there  is  nobody — none  of  my  competi- 
tors, Mr.  LeSourd,  ever  told  me  how  much  money 
they  were  making,  if  that  is  what  you  mean.  I 
couldn't  tell  you.  I  seen  some  financial  statement 
in  some  of  the  magazines  of,  for  instance,  Borden's, 
and  the  National  Dairies,  and  Arden  Farms  of  re- 
turns of  214  to  214  per  cent  and  from  the  gross 
sales,  I  figured  when  we  got  close  to  that,  we  was 
doing  as  good  as  anyone  else. 

I  don't  know  what  their  actual  profit  was  [2841] 
at  the  end  of  the  year  because  competitors  never 
work  that  close  to  try  to  let  us  know  how  much 
money  they  were  making. 

Q.  (By  Mr.  LeSourd) :  Didn't  you  testify,  Mr. 
Forster,  that  in  January,  1950,  you  complained  to 
Mr.  Taylor  about  the  profit  he  showed  because  Kris- 
toferson  hadn't  made  anyv^^here  near  that  margin  of 
profit  ? 

A.  August  Kristoferson  never  told  me  how  much 
money  he  was  making. 

Q.     Didn't  you  complain  to  Taylor  on  that  basis? 

A.  I  told  him  that  the  profit  was  out  of  line 
percentagewise,  and  he  had  better  go  and  check  it 
over.  T  didn't  mention  Kristoferson  or  any  one  of 
my  compotitors.  T  was  neA'er  that  close  that  they 
can  IP  and  told  me. 

Q.  Haven't  you  mentioned  that  in  testimony 
here  or  in  your  statements  to  the  agents  in  this 
case?  A.     Not  as  far  as  T  know. 

Q.     Not  ns  f',\v  as  ynii  know?  A.     No, 
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Q.  But  your  margin  of  j^rofit  was  in  line  with 
the  national  average,  or  thereabouts?  [2842] 

A.  Well,  I  think  sometimes  it  was  a  little  bit 
over,  and  maybe,  at  times,  it  was  a  little  bit  under. 

Q.  Well,  the  sales  price  of  milk  was  about  the 
same  for  all  the  dairies,  wasn't  it  I — milk  and  your 
other  products? 

A.  Well,  I  would  say  "yes."  I  think  competitive 
wise  there  is  some  difference,  between  different 
dairies ;  some  of  them  are  probably  getting  a  higher 
price  for  some  of  the  products,  and  some  a  lower 
price.   It  is  not  a  uniform  price. 

Q.     But  substantially  the  same? 

A.  Well,  when  you  start  to  get  into  vohimes 
where  you  start  to  put  out  probably  50,000  quarts 
a  day,  a  quarter  of  a  cent  a  quart  means  quite  a 
difference.  So,  ''substantially,"  I  don't  know  what 
you  mean.  If  a  quarter  of  a  cent  is  substantially, 
or  one-tenth  of  a  cent 

Q.  Yv'as  one  dairy  selling  milk  for  a  quarter  of 
a  cent  more  a  quart  than  others? 

A.  I  think  some  dairies  sell  lower  by  probably 
one-half  cent  less  than  others. 

Q.  Were  you  selling  milk  for  more  or  less  than 
your  major  competitors? 

A.     You  mean  for  more  money?  [2843] 

Q.     For  more  money  or  less  money? 

A.  I  wouldn't  know,  if  I  would  hav(^  got  more 
money  for  it,  I  probably  wouldn't  hold  the  business, 
or  I  wouldn't  sell  anybody. 
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Q.  And  the  prices  paid  to  farmers  for  milk 
were  about  the  same  for  all  dairies,  weren't  they? 

A.  Well,  I  think  it  is  today.  I  don't  think  it 
was  so  mitil  finally  the  producers  got  the  Federal 
Milk  Marketing  Order  in  this  area.  I  think  there 
was  a  wide  difference,  what  some  of  the  dairies  got 
milk  for  and  what  some  of  the  others  paid. 

Q.  During  the  years  we  are  talking  about,  you 
were  buying  largely  from  cooperatives? 

A.  No,  I  think  we  bought — I  think  the  percent- 
age from  the  Cooperatives  was  60  percent  and  In- 
dependents 40  percent,  but  some  dairies  in  this  town 
bought  100  percent  Independent  and  didn't  buy  any 
from  the  Cooperatives  and  some  dairies,  again 
bought  100  percent  from  the  Cooperatives  and 
didn't  buy  any  Independent  milk,  and  there  was 
quite  a  large  differential  in  the  final  price  that  it 
cost  the  dairies  to  try  to  put  this  milk  into  the 
bottle,  and  that  is  what  brought  on  the  Federal  ]\Iilk 
Marketing  Order. 

That  is  when  the  Federal  Government  stepped 
in  [2844]  at  the  request  of  the  producers. 

Q.  Were  you  able  to  buy  milk  then  at  a  cost 
loss  than  the  other  dairies? 

A.  Well,  I  was  buying  40  percent  Independent. 
Pretty  close  to  50  percent.  Half  and  half.  I  prob- 
ably was  one  of  them  that  paid  a  medium  price.  I 
probably  didn't  pay  as  high  as  some  of  them  did, 
and  I  know  T  didn't  get  it  as  cheap  as  some  of 
them  did. 

Q.     Then  I  take  it  that  from  that,  am  I  right  in 
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saying  that  x:>ro])a])ly  the  major  factor  in  ^a^ur  mak- 
ing a  profit  was  your  ability  to  hold  down  cost  of 
operation  ? 

A.  Well,  I  really  feel,  Mr.  LeSourd,  that  that 
is  essential  in  any  business  of  trying  to  hold  down 
your  cost.    That  is  what  makes  operations  click. 

Q.  Then  I  take  it  the  answer  is  "yes"  to  my 
question  ? 

A.     Well,  I  would  think  so,  yes. 

Q.  Now^,  in  attempting  to  hold  down  your  cost, 
Mr.  Forster,  did  you  use  a  budget  for  your  various 
departments  and  companies'?  A.     No. 

Q.  Your  method  then  was  to  retain  to  yourself 
the  [2845]  making  of  final  decisions  as  to  any  sub- 
stantial increase  of  expenditures,  wasn't  it? 

A.  Well,  just  expenditures:  in  what?  You  mean 
in  salary? 

Q.  Any  substantial  increase  in  expenditures  or 
salaries  for  operation? 

A.     I  didn't  make  all  the  decisions  myself. 

Q.  Wasn't  it  the  way  that  you  kept  down  your 
cost,  the  retaining  to  yourself  of  the  final  approval 
of  all  substantial  increases  of  expenditures  of  your 
company  ? 

A.  Well,  my  final  approval,  and  the  recommen- 
dation of  the  people  that  worked  with  me,  and 
worked  under  me. 

Q.     Yes,  but  your  final  approval  was  necessary? 

A.  Well,  I  don't  think  anybody  made  any  raises, 
or  salary  raises,  unless  they  asked  me  about  it,  as 
Ions:  as  I  owned  the  business. 
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Q.  Take  Ribary,  for  instance;  you  fixed  his 
salary?  A.     That  is  right. 

Q.  And  if  he  wanted  an  increase,  you  passed  on 
the  increase? 

A.  Either  that,  or  let  him  go.  It  depends.  He 
was  [2846]  a  free  agent.  If  he  wanted  some  more 
money  or  had  an  opportunity  to  go  some  place  else ; 
if  I  figured  he  was  worth  more  money  to  me,  I  paid 
more.  If  I  felt  I  could  get  along  without  the  per- 
son and  couldn't  pay  more,  I  told  him  I  was  sorry, 
that  I  felt  I  could  hire  that  caliber  man,  or  who- 
ever he  was,  on  a  certain  type  basis. 

Q.     You  paid  Mr.  Ribary  a  bonus,  didn't  you? 

A.     That  is  right. 

Q.     You  paid  that  out  of  Account  198? 

Mr.  Griffin:  Objected  to  as  immaterial,  if  the 
Court  please.  Not  proper  cross-examination. 

Mr.  Le  Sourd:  It  is  material.  It  goes  to  the 
method  by  which  he  handled  his  salaries  and  ex- 
penses, and  the  relevancy  will  appear  within  a  ques- 
tion or  two. 

The  Court:    Objection  overruled. 

A.  I  don't  know.  I  probably  paid  him  out  of 
either  my  savings  account  at  Issaquah,  or  paid  him 
from  the  savings  account  at  Peoples  Bank.  I 
couldn't  tell  you. 

Q.  (By  Mr.  Le  Sourd) :  And  your  purpose  in 
so  doing  was  not  to  put  it  on  the  payroll  because 
all  the  other  employes  might  learn  of  it;  isn't  that 
right?  [2847]  A.    Well,  I  think 
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Mr.  Griffin:  (Interposing)  Isn't  that  material,  if 
the  Court  please"? 

Mr.  Le  Sourd:    It  is  very  material. 

The  Court:    Objection  overruled. 

Mr.  Griffin :    Not  proper  cross-examination. 

The  Court:    Objection  overruled. 

Mr.  Le  Sourd:    I  didn't  get  the  answer. 

The  Witness:    Give  me  the  question  again. 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  (Continuing)  Well,  I  don't  know.  Probably 
that  was  one  of  the  reasons,  but  definitely  there  is 
another  one^that  Ribary  didn't  belong  to  the 
Union.  He  didn't — he  had  to  take  a  withdrawal 
when  he  got  to  be  route  superintendent,  and  he 
worked  ten,  eleven,  or  twelve  hours  a  day,  some- 
times seven  days  a  week,  and  in  order  to  go  ahead 
and  make  him  feel  that  I  appreciated  his  work,  I 
gave  him  a  bonus,  and  that  was  what  that  was,  a 
bonus  payment. 

Q.  If  other  employes  heard  a])out  it,  they  might 
want  to  get  in,  too? 

Mr.  Griffin:    Objected  to  as  immaterial.  [2848] 

The  Court:    Objection  sustained. 

Mr.  Le  Sourd:  It  is  four  o'clock,  if  your  Honor 
please. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  recess  until  tomorrow  morning. 

The  Court  calls  your  attention  to  the  admonition 
given  on  these  similar  occasions,  and  asks  that  you 
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heed  the  admonition  on  this   occasion.    You  may 
now  be  excused  until  ten  o'clock  tomorrow  morning. 
(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

The  Court :    You  may  step  down,  Mr.  Forster. 

The  Witness:     Thank  you. 

(Whereupon,  the  witness  withdrew  from  the 
witness  chair.) 

The  Court:  It  is  stipulated  the  Jury  have  left 
the  courtroom? 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court:  I  will  hear  briefly  from  counsel  on 
the  issue  as  indicated  at  noontime. 

Mr.  Le  Sourd:  Do  you  want  to  hear  from  me 
first,  your  Honor? 

The  Court:  Yes.  You  have  an  appointment  at 
4:15?  [2849] 

Mr.  Le  Sourd:    I  have. 

The  Court:  All  right;  I  will  hear  you  very 
briefly. 

I  have  read  the  memorandum.  If  there  is  any- 
thing you  wish  to  add  to  it 

Mr.  Le  Sourd:  (Interposing)  No,  there  is  not, 
your  Honor,  anything  that  I  wish  to  add. 

Mr.  Keesling :  If  I  may  interi'upt  just  a  moment. 
This  doesn't  directly  concern  Mr.  Erickson,  and  he 
would  like  to  leave. 

The  Court:    You  desire  to  leave,  Mr.  Erickson? 

Defendant  Erickson:    Yes. 

The  Court:  Any  objection  to  Mr.  Erickson  being 
excused  ? 
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Mr.  Keesling:    I  will  be  Iiere  in  his  absence. 

Mr.  Moriarty:    No  objection. 

The  Court:  All  right,  you  may  be  excused,  Mr. 
Erickson. 

(Whereupon,  Defendant  Erickson  retired 
from  the  courtroom.) 

Mr.  Le  Sourd:  I  merely  want  to  say  this,  your 
Honor:  As  the  evidence  unfolded  in  this  case,  it 
has  become  increasingly  apparent  that  the  theory 
of  the  defense  of  Mr.  Forster  is  exactly  what  we 
anticipated  [2850]  all  along.  It  develops  that  Mr. 
Forster  testifies  that  he  had  discussed  or  relied 
upon  Mr.  Taylor  as  to  every  single  item  that  has 
come  irg  through  all  these  years. 

iSfow,  his  credibility  is  a  very  important  thing  in 
this  case  on  that  subject,  as  far  as  the  Defendant 
Taylor  goes. 

We  have  outlined  the  evidence  that  we  expect  to 
establish  here.  There  is  no  need  of  my  going  over 
it  at  this  time,  and  we  feel  that  under  the  decisions, 
that  that  evidence  is  relevant  and  material,  because 
it  goes  to  indicate  that  the  defense  thus  presented, 
and  Mr.  Forster's  position,  and  the  position  of  the 
attorneys  who  have  and  are  representing  him,  was 
not  taken  in  good  faith.  We  feel  that  that  can  be 
inferred  from  this  evidence,  and  we  feel  that  we 
are,  under  the  decisions,  entitled  to  show  tliat  as 
affecting  his  credibility. 

The  Court:  Mr.  LeSourd,  I  haven't  read  all  the 
cases  you  cited.  Those  I  have  read  don't  go  as  far 
as  you.   The  theory  may  be  the  same,  but  are  there 
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any  of  those  cases  that  you  contend — that  you  be- 
lieve support  your  theory  insofar  as — in  somewhat 
similar  circumstances  ? 

Mr.  Le  Sourd:  I  might  say,  your  Honor,  [2851] 
this  is  a  very  unusual  set  of  circumstances  that  we 
have  here,  and  to  find  a  similar  case,  would  be 
almost  impossible,  and  not  to  be  expected,  and  I 
have  not  found  any. 

The  Court:    Those  I  checked  are  not  similar. 

Mr.  Le  Sourd:  No.  But  the  general  theory  of 
the  law  is  an  old  theory.  Wigmore  discusses  it  at 
great  length,  and  the  general  theory  is  that  one  is 
entitled  to  show  any  facts  occurring  before  trial 
with  regard  to  the  conduct  of  the  parties  and  the 
conduct  of  their  attorneys  that  the  parties  are  con- 
nected mth,  and  the  logical  inference  would  be  that 
they  had  a  consciousness  that  their  position  was  not 
well  taken. 

All  that  would  indicate  a  weakness  of  that  posi- 
tion. We  think  that  thnt  inference  can  be  drawn 
from  this  evidence,  and  that  it  is  entirely  relevant 
and  proper  in  this  ease,  because  of  it. 

Mr.  Griffin :     T  just  want  to  ask  a  question : 

Do  T  understand  the  argument  to  be  that  the 
consciousness  of  coiinsol  defending  Mr.  Forster  is 
not  well  taken  ? 

Mr.  Le  Sourd :    No. 

If  Mr.  Griffin  desires  an  answer  to  [2852]  that: 
the  position  simply  is  that  the  attempt,  which  is  ob- 
vious in  this  case,  by  Mr.  Forster  to  i^ut  blame  on 
Mr.  Taylor  for  all  these  things  is  the  position  taken 
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by  Mr.  Forster  in  this  case,  and  we  believe  that  the 
activities  of  Mr.  Forster  prior  to  trial  and  the  ac- 
tivities of  his  then  attorney  prior  to  trial,  with 
which  Mr.  Forster  was  connected,  are  all  relevant 
as  indicating  an  attempt,  a  conscious  deliberate  at- 
tempt, right  from  the  beginning,  right  from  at  least 
the  day  after  Mr.  Taylor  went  to  McNeil  Island, 
at  least  from  that  time,  and  we  think  that  this  evi- 
dence indicates  a  conscious,  deliberate  attempt  to 
make  Mr.  Taylor  the  scapegoat  for  this  thing,  and 
we  feel  that  we  are  entitled  to  show  this  evidence 
as  having  a  logical  inference  in  that  direction,  and 
the  whole  of  it  is,  we  believe,  admissible  under  the 
theory  of  these  cases. 

Mr.  Maxwell:  If  the  Court  please,  the  Govern- 
ment objects  to  this  testimony  primarily  on  the 
ground  that  it  seems  the  materiality  and  relevancy 
of  the  testimony  is  almost  non-existent.  There  may 
be  some  slight  relevancy  here  with  respect  to  credi- 
]:)ility,  under  Mr.  LeSourd's  theory,  but  the  Govern- 
ment would  take  the  position  that  such  an  issue  is 
more  of  a  collateral  issue.  The  issue  of  the  testi- 
mony, perhaps,  would  be  more  prejudicial  than 
relevant  in  that  [2853]  it  is  primarily  a  collateral 
issue  and  has  no  place  in  this  trial. 

Mr.  Le  Sourd:  Of  course,  it  is  collateral  so  far 
as  the  issue  of  evasion  is  concerned. 

Mr.  Maxwell:  Yes,  sir;  and  furthermore,  it 
seems  to  me  it  would  take  quite  some  time  to  go 
into  that  issue  fully.  I  assume  that  both  Mr.  Le 
Sourd  and  Mr.  Griffin  would  want  to  go  into  the 
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issue  to  some  extent,  and  what  value  and  weight 
the  evidence  has,  I  don't  know  that  the  time  to  be 
taken  would  be — would  warrant  it. 

The  Court:  As  I  understand  Mr.  Grif&n,  you 
contend  it  is  not  admissible,  but  you  are  not  urging 
objection? 

Mr.  Griffin:  No,  I  am  simply  trying  to  speak  to 
the  Court  as  a  lawyer  objectively.  It  seems  to  me 
it  is  collateral.  It  is  one  I  stated  a  long  time  ago 
that  I  expected  to  meet,  and  for  that  reason,  Mr. 
Kachlein  withdrew  as  counsel  in  this  case,  and  as 
I  said  in  the  beginning,  it  might  turn  out  to  be  the 
most  imx)ortant  witness  in  this  case,  and  I  state  my 
position  as  a  lawyer,  and  I  think  it  is  collateral, 
hut  one  I  would  still  like  to  meet  irrespective  of 
the  matter  of  time. 

The  Court:  Of  course,  credibility  is  [2854]  col- 
lateral to  the  main  issue. 

Mr.  Griffin:  I  take  it  this  is  the  credibility  of 
the  defense,  rather  than  a  credibility  of  a  witness. 

The  Court:  Well,  the  credibility  of  both.  In 
other  words,  one  would  go  to  the  other,  I  take  it. 

Mr.  Le  Sourd:    That  is  right,  your  Honor. 

The  Court:  And,  of  course,  what  you  have — 
you  have  circumstances  from  which  Mr.  LeSourd 
contends  a  reasonable  inference  may  be  drawn  that 
the  action  indicates  a  weakness  in  a  position  and 
an  effort  to  put  the  blame  on  another.  In  sub- 
stance, til  at  is  your  position? 

Mr.  Le  8ourd:    That  is  correct. 

The  Court:     Of  course,  the  admissibility  of  evi- 
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dence  on  that  ground  must  l3e  considered  by  the 
Court  having  in  mind  the  wide  scoi)e  allowed  and, 
of  course,  the  Court  in  this  case  is  not  unmindful 
of  the  motions  made  on  behalf  of  the  Defendant 
Taylor  for  severance  and  the  objections  made  as  we 
proceeded  to  the  nature  of  the  testimony  of  the 
other  defendant,  the  defendant  Forster,  and  I  be- 
lieve nnist  necessarily  consider  all  those  factors  in 
making  a  ruling  in  this  case,  and  the  ruling  might 
be  different  if  the  circumstances  [2855]  of  the  de- 
fense is  this  case  were  different. 

Therefore,  I  am  not  going  to  rule  now,  but  I  am 
inclined  to  permit  it. 

Now,  just  how  far  it  goes  is  another  question. 
I  don't  know  whether  all  matters  set  forth  in  the 
memorandum  might  come  in. 

Mr.  Le  Sourd:  If  the  Court  please,  on  that,  if 
there  are  any  matters  that  your  Honor  is  not  going 
to  permit  or  feels  should  not  l)e  allowed,  we  would 
like  to  know  ]:!efore  offering  our  proof.  In  general, 
we  will  offer  this  as  a  part  of  our  own  case,  rather 
than  by  cross-examination. 

We  may  get  into  some  phases  of  it  on  cross  of 
Mr.  Forster,  but  I  think  it  will  be  material  and 
that,  for  other  reasons,  will  be  relevant ;  but  if  there 
is  any  part  of  this  that  the  Court  does  not  feel  is 
admissible,  we  would  like  to  know  it  before  starting 
our  case,  so  that  we  can  plan  our  case  accordingly, 
and  then,  of  course,  make  the  offers  of  proof  that 
we  want  to  make  on  it. 

The  Court:     I  might  say  this:  in  the  event  this 
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comes  in,  of  course,  Mr.  Forster  would  be  allowed 
to  meet  it. 

Mr.  Le  Sourd:     Of  course. 

Mr.  Grif&n:  That  is  what  I  wanted  to  be  [2856] 
sure  of,  because  I  have  heretofore  let  evidence  go 
in  at  various  times,  in  other  lawsuits,  as  well,  and 
been  met  by  your  Honor's  rule  that  I  should  have 
spoken  and  it  didn't  open  the  matter,  and  I  don't 
want  to  be  in  the  position  of  standing  where  I  am 
now  and  being  met  with  that. 

The  Court:  I  would  definitely  feel  that  in  this 
type  of  case,  or  in  this  type  of  a  situation,  where 
you  have  more  or  less  defendants  in  adversary 
positions,  particularly  that  if  that  testimony  comes 
in,  that  the  defendant  involved  could  meet  it. 

Mr.  Le  Sourd:  We  would  have  no  objection  to 
that,  your  Honor.  We  have  these  facts,  which  have 
come  to  our  attention,  and  we  felt  it  was  our  duty 
to  present  them  on  behalf  of  our  client.  If  there  is 
an  explanation,  we  would  be  glad  to  hear  it,  also. 

The  Court :  Does  the  Government  have  anything 
further  1 

I  don't  knoAV  just  how  the  order  of  proof  would 
come.  I  think  that  is  something  we  will  have  to 
meet  as  we  proceed. 

Mr.  Griffin:  I  have  just  this  one  question:  In 
the  matter  of  witnesses,  do  you  know,  do  you  ex- 
pect to  take  the  day  tomorrow  in  cross-examina- 
tion? [2857] 

Mr.  Le  Sourd:  I  rather  imagine  we  would  take 
our  day  tomorrow. 
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Mr.  Griffm :  We  have  our  difficulty,  because  these 
witnesses  should  be  on  the  stand  before  Mr.  Forster 
so  that  it  is  difficult  holding  them. 

The  Court:    Do  you  wish 

Mr.  Griffin:  (Interposing)  I  think  we  can  have 
one  available,  and  finish  out  the  day  if  there  should 
be  a  short  period. 

The  Court:  All  right.  The  Court  will  bear  the 
situation  in  mind,  and  if  it  is  working  a  hardship 
on  anyone,  you  may  indicate  that. 

I  think  this  trial  will  l^e  recessed.  We  have  some 
other  matters.  This  trial  is  recessed  until  10:00 
o^clock. 

(Whereupon,  at  4:20  o'clock  p.m.  March  31, 
1954,  hearing  in  the  within-entitled  and  num- 
bered cause  was  continued  until  10:00  o'clock 

a.m.  April  1,  1954.)   [2858] 
***** 

HANS  FORSTER 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Cross  Examination — (Continued) 
Q.     (By  Mr.  LeSourd)  :     Mr.  Forster,  when  we 
adjourned,  we  had  brought  out  that  salary  increases 
of  your  personnel  were  subject  to  your  final  ap- 
proval, and  have  discussed  Mr.  Ribary's  bonus. 

Now,  turning  to  Mr.  Simonson.    His  salary  was 
the  sul^ject  of  agreement  between  you  and  him  from 
time  to  time,  was  it? 
A.     That  is  right,  yes. 
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Q.  And  when  you  found  that  he  had  increased 
his  salary  $100  to  $500,  you  talked  to  him  about  it 
and  told  him  that  he  should  either  reduce  it,  or  pay 
you  the  $100?  A.     That  is  right. 

Q.  Mr.  Erickson  had  to  get  your  approval, 
didn't  he,  for  any  increases  in  salary? 

A.    Yes. 

Q.  If  he  v/anted  to  increase  any  of  the  salaries 
of  the  girls  in  his  office,  he  had  to  get  [2867]  your 
approA^al,  didn't  he?  A.     That  is  right. 

Q.  Now,  likewise  as  to  Mr.  Taylor,  before  he 
could  secure  more  than  the  fifty  dollars  a  month, 
he  was  getting  from  Issaquah  Creamery  Company, 
your  approval  would  be  required,  wouldn't  it? 

A.  Well,  I  would — if  you  just  mention  Issaquah 
Creamery  Company,  he  probably  would  have  to 
talk  to  me  about  it,  but  I  know  he  raised  his  salary 
in  some  of  the  other  corporations  without  asking 
me  about  it. 

Q.  You  are  talking  about  the  six  hundred  dol- 
lars that  he  got  from  Renton  Ice  and  Ice  Cream 
Company  ? 

A.  Well,  I  think  he  started  out  at  a  lower  figure 
in  some  of  the  other  places,  and  increased  it  with- 
out telling  me  about  it.  I  think — in  fact,  I  know — 
that  he  instructed  Mr.  Erickson  to  give  him  fifty 
dollars  a  month  at  Alpine  Ice  Cream  Company,  and 
I  didn't  know  about  it  until  after  a  couple  of 
months  that  Mr.  Taylor  got  it. 

Q.  You  didn't  discuss  with  Mr.  Taylor  the  fifty 
dollars  a  month  from  AljDine  Ice  Cream  Company? 
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A.  No.  I  did  after  lie  already  had  the  check. 
I  asked  him  about  it.  [2868] 

Q.  Alpine  Ice  Cream  Company  is  the  same  com- 
pany as  Arctic  Gardens'?  A.     That  is  right. 

Q.  And  he  was  getting  fifty  dollars  a  month 
from  Arctic  Gardens  when  it  changed  its  name 
from  Alpine  Ice  Cream  Company? 

A.  Well,  I  never  knew  how  much  he  was  getting 
from  Arctic  Gardens  until  this  discussion  came  up 
here,  but  I  know  when  he  finished  up  the  Arctic 
Gardens,  he  was  getting  fifty  dollars  a  month,  and 
after  we  got  into  this,  we  had  a  balance  left  in 
Arctic  Gardens,  and  he  made  the  check  out  in  the 
full  amount  to  himself  to  finish  the  account. 

I  don't  know  if  that  was  for  salaiy,  or  to  clean 
up  the  account. 

Q.     The  check  was  for  fifty  dollars,  wasn't  if? 

A.     No. 

Q.  Fifty  dollars  and  forty  cents,  or  something 
like  that? 

A.  I  think  it  was  about  two  hundred.  I  know  it 
wasn't  fifty  dollars,  because  he  finished  up  the  ac- 
count and  closed  the  account,  whatever  it  w^as.  But  I 
know  it  wasn't  fifty  dollars. 

Q.  While  we  are  getting  that  check  register, 
then  you  raised  some  question  about  him  continuing 
to  [2869]  receive  fifty  dollars  a  month  when  the 
name  of  the  corporation  was  changed  to  Alpine  Ice 
Cream  Company? 

A.  Never  raised  any  question  about  it.  Mr. 
Erickson  told  me  Mr.  Taylor  was  getting  fifty  dol- 
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lars  from  Alpine  Ice  Cream  and  I  asked  him  about 
it,  and  he  said  that  that  was  Avhat  he  was  getting 
at  Arctic  before.  There  was  never  any  question 
about  his  salary  any  place  that  I  know  of,  except 
at  Renton  for  six  hundred  dollars  when  he  made 
it  out  himself. 

Q.  You  felt  then  that  you  should  ask  him  about 
continuing  that  fifty  dollars  from  Arctic  Gardens 
when  it  changed  its  name? 

A.  I  think  I  should  ask  about  it  when  he  gave 
instructions  to  have  salary  made  out  to  him. 

Q.  Referring  you  to  Plaintiff's  Exhibit  274,  Mr. 
Forster,  check  register  for  Arctic  Gardens.  What 
do  you  find  to  be  the  final  check  written  by  that 
company  ?  A.     $50.17. 

Q.     To  Mr.  Taylor?  A.     That  is  right. 

Q.  Renton  Ice  and  Ice  Cream  Company,  Mr. 
Forster,  I  believe  you  testified 

A.  (Interposing)  I  would  like,  while  you  are 
showing  me  this,  I  never  looked  at  this.  I  just  hear 
he  made  himself  out  a  final  check,  but  it  is  under 
May  [2870]  22d.  The  last  check  made  out  to  L. 
Hicks  Taylor  for  $50.17;  and  under  May  22,  L. 
Hicks  Taylor,  $150. 

I  don't  know;  maybe  he  can  explain  what  it  is, 
but  to  me,  for  the  month  of  May,  he  got  $150  and 
then  there  was  $50.17  in  the  bank,  so  he  made  hun- 
self  out  a  check  for  the  balance. 

Q.  $150  was  for  several  months  previous,  wasn't 
it? 


United  States  of  America  1183 

(Testimony  of  Hans  Forster.) 

A.  I  wouldn't  know.  I  just  state  he  made  him- 
self out  a  check  for  the  balance. 

Q.  I  see.  Renton  Ice  and  Ice  Cream  Company, 
I  l)elieve  you  testified  Mr.  Schneider  was  president 
and  general  manager? 

A.     That  is  right,  yes. 

Q.  I  believe  you  testified  he  made  his  own  de- 
cisions on  rimning  that  company,  pretty  much? 

A.     Pretty  much,  yes. 

Q.  Now,  the  extra  six  hundred  dollars  that  Mr. 
Taylor  got  in  several  years  there  was  signed  by 
Mr.  Schneider  as  president  and  general  manager, 
wasn't  it? 

A.     It  was  probably  by  Mr.  Taylor  as  Secretary. 

Q.     Yes. 

A.     Secretary  and  treasurer. 

Q.  Yes;  it  took  two  signatures  for  that  check- 
ing account?  [2871]  A.     That  is  right. 

Q.  Mr.  Schneider,  president  and  general  man- 
ager, signed  those  checks? 

A.  Correct,  and  he  was  the  one  that  told  me 
about  it.  He  said  that  he  didn't  like  it. 

Q.  Well,  you  are  the  one  that  said  you  didn't 
like  it? 

A.  I  didn't  like  it,  either.  That  is  all  he  talked 
to  me  about  it. 

Q.  Did  he  explain  why  he  paid  it,  if  he  didn't 
like  it? 

A.  He  said  Hicks  Taylor  made  distribution.  He 
wrote  himself  out  a  check  for  $600. 

Q.     Did  Mr.   Taylor  have  any  stock  in  Renton 
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Ice  and  Ice  Cream  Company?        A.    No. 

Q.  You  and  Schneider  and  Baskett  were  the 
stockholders  ? 

A.     Yes,  and  Mrs.  Lovenger. 

Q.  The  three  of  yoii  ^Yere  in  control  of  that  com- 
pany? A.     That  is  right,  yes. 

Q.  Mr.  Schneider  was  president  and  general 
manager?  A.     Yes.  [2872] 

Q.  It  is  your  testimony  that  he  had  no  control 
over  the  checks  that  he  paid  for  accountant's  fees? 

A.  No,  it  is  not  my  testimony  that  he  didn't  have 
control  over  it,  but  he  knew  I  was  a  stockholder, 
and  that  is  the  reason  he  told  me  about  it,  and  I 
think  he  so  testified. 

Q.  When  did  Mr.  Taylor  first  start  receiving 
$100  a  month  from  the  businesses,  Issaquah  Cream- 
ery Company  and  Alpine  Dairy? 

A.     I  couldn't  tell  you.  I  couldn't  tell  you. 

Q.  To  refresh  your  recollection,  wasn't  it  prior 
to  1935? 

A.  I  couldn't  tell  you,  unless  I  see  the  records. 
I  can't  remember  back  twenty  3^ears.  I  know  for 
months  he,  during  the  tough  years,  he  held  back 
for  probably  six  or  eight  months  or  a  year's  time, 
when  he  knew  we  had  some  tough  struggling,  he 
said,  ^^You  might  as  well  go  ahead  and  hold  mine 
back  and  then  later  on  overlap."  That  is  what  hap- 
pened. He  worked  very  close  with  us.  But  when 
he  started  on  $100  a  month,  I  couldn't  tell  you. 

Q.  This  was  back  in  the  early  30's  when  he  didn't 
draw  his  pay  for  months  at  a  time? 
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A,  That  is  riglit,  yes.  In  fact,  during  that  period, 
I  think  he  loaned  me  some  money  to  buy  [2873] 
some  ice  cream  cabinets  when  I  didn't  get  credit 
from  some  of  the  ice  cream  cabinet  manufacturers. 

Q.  He  actually  loaned  you  money  when  you 
were  in  a  tough  spot  financially? 

A.  That  is  right.  He  loaned  me  money  at  Issa- 
quah,  and  I  think  at  one  time  when  we  had  a  little 
difficulty  at  Puyallu])  Creamery,  too,  Simonson  and 
Forster. 

Q.  You  recall,  don't  you,  that  he  was  recpi^.'ing 
$100  a  month  for  some  years  prior  to  the  split-up 
in  1940;  $100  a  month  from  two  businesses,  Issa- 
quah  Creamery  and  Alpine  Dairy? 

A.  Well,  I  can't  tell  you  what  date  it  started 
at  $50  or  $100,  or  what  the  situation  was.  I  couldn't 
give  you  the  exact  date. 

Q.  Well,  $100  started,  didn't  it,  when  Mr.  Strack 
at  Peoples  Bank  came  to  you  and  said  you  were  not 
l)aying  Taylor  enough? 

A.  Yf  ell,  I  don't  know.  I  sure  can't  recollect  that 
Mr.  Strack  ever  told  me,  as  far  as  Mr.  Taylor  is 
concerned.  The  last  year  he  v/as  with  me  or  the  first 
year  he  started,  if  Mr.  Taylor  asked  me  that  he 
had  to  have  more  money,  I  certainly  never  turned 
him  down.  That  is  the  amount  he  worked  for,  and 
that  is  the  amount  he  got  and  I  don't  think  anybody 
had  to  remind  me  [2874]  through  somebody  else 
that  I  wasn't  paying  Hicks  Taylor  enough  money. 
He  w^ould  have  been  man  enough  to  tell  me  himself. 

Q.     Mr.  Forster,  would  you  deny  that  Mr.  Strack 
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came  to  you  and  said  that  you  should  pay  Mr.  Tay- 
lor more? 

A.  I  wouldn't  deny,  because  I  don't  know  why 
Hicks  Taylor  would  have  to  go  to  Mr.  Strack  to 
remind  me  I  wasn't  paying  Hicks  Taylor  enough 
money. 

Q.  Didn't  Mr.  Taylor,  back  about  1935,  go  to  the 
Peoples  Bank  and  ask  for  their  support  in  trying 
to  get  you  to  put  on  more  office  help? 

A.  I  wouldn't  know  if  he  went  to  the  Peoples 
Bank  to  have  me  put  on  more  office  help,  because 
if  he  wanted  more  office  help,  he  hired  it,  himself, 
Mr.  LeSourd.  I  didn't  have  anything  to  do  with  it. 
In  fact,  he  set  the  wages  the  girls  got  paid. 

Q.  Didn't  the  Peoples  Bank  make  an  investiga- 
tion or  recommendation  to  you  that  there  should 
be  more  office  help? 

A.  Well,  I  sure  can't  remember  it.  Maybe  they 
talked  it  over  with  Mr.  Taylor.  They  didn't  talk 
it  over  with  me,  as  far  as  I  recollect.  You  ask  me 
a  question  twenty  years  back,  Mr.  LeSourd,  and  it 
is  impossible  for  me  to  recollect  any  conversation. 

Q.     If  you  can't  remember,  just  say  so. 

A.     That  is  right. 

Q.  I  am  just  trying  to  get  what  you  do  remem- 
ber, Mr.  Forster. 

Mr.  Taylor's  compensation  of  $100  a  month  from 
these  two  businesses,  Issaquah  Creamery  Company 
and  Alpine  Dairy,  didn't  change  from  when  it  was 
fixed  at  that  point  until  you  terminated  in  1950; 
isn't  that  right? 
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A.  It  probably  didn't.  He  didn't  ask  for  more 
money.  As  far  as  I  was  concerned,  he  was  per- 
fectly happy. 

Q.  In  all  those  years,  it  is  your  testimony,  is  it, 
that  he  never  asked  you  for  more  money? 

A.     That  is  right. 

Q.  AVas  there  a  conversation  with  Mr.  Taylor 
with  regard  to  this  matter  at  the  time  the  two 
businesses  were  divided  in  1940? 

A.     About  the — conversation  about  what? 

Q.     About  his  compensation? 

A.  I  sure  can't  recollect.  The  businesses,  when 
it  was  divided,  was,  as  far  as  I  knew,  it  was  just 
so  far  as  the  books  was  concerned.  He  had  the  same 
office  help  at  the  Alpine  Dairy  as  he  had  before  it 
was  divided  on  the  books  as  he  did  afterwards. 
[2876] 

I  don't  recall  of  any  conversation. 

Q.  You  didn't — you  don't  recall  that  Mr.  Taylor 
came  to  you  at  that  time  and  said  dividing  this 
up  into  two  separate  entities  greatly  increased  the 
accounting  work,  and  that  he  couldn't  do  it  for  the 
amount  you  were  jjaying  him? 

A.  Well,  by  that  time,  Mr.  Taylor  was  associ- 
ated with  me,  and  accountant  for  me  for  ten  years, 
and  if  Mr.  Taylor  wanted  more  money 

Q.  (Interposing)  Just  a  moment.  Answer  my 
question,  first. 

A.     (Continuing)     he  would  have  got  it.  I 

don't  remember  any  conversation  in  1940. 

Q.     All  right,  you  don't  remember,  then? 
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A.     That  is  right. 

Q.  And  you  don't — do  you  remember  that  you 
answered  him  b}^  saying  that  Mr.  Erickson  would 
take  over  a  lot  of  the  work  out  there  and  thus  re- 
lieve Mr.  Taylor  so  that  he  could  continue  at  the 
same  ? 

A.  Well,  if  anybody  said  about  taking  over  more 
work,  Mr.  Erickson  taking  over  more  work,  it  was 
Mr.  Taylor  that  said  it,  because  he  knew  how 
capable  or  what  Mr.  Erickson  was  capable  of  doing. 
I  didn't  have  the  slightest  idea  which  part  of  the 
books  he  could  keep  and  which  he  couldn't.  I  am 
sure  [2877]  I  didn't  add  any  extra  work  onto  Mr. 
Erickson.  I  didn't  have  anything  to  do  with  the 
division  of  the  work  in  any  one  of  the  plants,  so  far 
as  Mr.  Erickson  was  concerned. 

Mr.  Keesling:  If  the  Court  please,  could  I  have 
the  date  of  the  conversation  ? 

Mr.  Le  Sourd:  It  was  sometime  in  1940.  That 
is  as  close  as  I  can  make  it. 

Mr.  Keesling:    I  object  only 

The  Court :  (Interposing)  That  was  at  the  time 
of  the  division? 

Mr.  Le  Sourd:  Yes,  I  can  fix  it  as  of  the  time 
of  the  division. 

Mr.  Keesling:  I  would  object  only  from  the 
standpoint  of  opening  it  up  prior  to  the  Indictment 
years.  If  it  relates  to  something  in  the  Indictment 
years,  I  have  no  objection.  If  it  goes  back  to  1940 
and  doesn't  relate  to  anything,  I  would  olvject  to 
that. 
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The  Court:     Objection  overruled. 

Q.  (By  Mr.  Le  Sourd)  :  What  was  the  size  of 
the  two  businesses,  Issaquah  Creamery  Company 
and  Alpine  Dairy,  back  in  the  thirties,  Mr.  Forster  ? 

A.  Well,  it  was  quite  a  bit  smaller  in  the  [2878] 
thirties  than  it  was  in  the  forties.  I  would  say 
probabl}^  in  the  middle  thirties,  it  was  probably  half 
of  the  size  of  the  middle  forties,  maybe  fifty  per 
cent  less.  I  couldn't  tell  you  unless  I  saw  the  sales 
figures. 

I  think  in  1934  we  had  about  fifteen  or  sixteen 
routes  at  the  Alpine  Dairy,  and  probably  in  1945, 
we  had  probably  around  50. 

Q.  In  the  1945  to  1949  period  under  sales  the 
Issaquah  and  Alpine  together  ran  five  or  six  million 
dollars  a  year,  didn't  they? 

A.  I  think  they  run  that  much.  I  couldn't  tell 
you  as  to  1945,  but  I  think  all  the  enterprises  to- 
gether, when  I  finally  had  to  sell  out,  amounted  to 
around  eight  and  one-half  million  dollars,  but  that 
included  Conway  and  Finstad  and  Utgard. 

Q.     I  am  asking  about  Issaquah  and  Alpine. 

A.  I  wouldn't  think  so.  Of  course,  the  sales  had 
a  lot  to  do 

Q.  (Interposing)  Didn't  you  testify  previously 
on  direct  that  the  sales  at  Alpine  were  around  three 
million  in  that  period,  and  the  sales  at  Issaquah 
were  slightly  less  than  that? 

A.  I  think  I  mentioned  that  it  was  during  the 
period  that  I  sold  out.  [2879] 

Q.     Yes,  1949. 
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xi.  But  before  you  asked  me  a  question  in  1945, 
and,  you  see,  the  price  has  a  lot  to  do  for  it.  If  milk 
sells  for  22  cents  a  quart  or  18  cents  a  quart,  you 
might  have  the  same  sales,  but  the  dollar  volume  is 
up,  and  butter  at  75  cents  or  60  cents  a  pound  has 
a  great  deal  to  do  with  increase  in  sales. 

Actual  work  doesn't  increase  because  you  get 
more  for  your  product. 

Q.  Your  testimony  is  then  that  in  the  1945  to 
1949  period,  the  size  of  these  two  businesses  was 
about  double  what  it  was  in  the  middle  1930's? 

A.     That  is  right;  I  think  so. 

Q.  Did  it  occur  to  you  at  any  time  during  this 
period  that  the  accounting  for  these  two  businesses 
might  be  getting  more  difficult  and  time-consuming  f 

A.  Well,  I — as  far  as  time-consuming  and  more 
difficult,  I  wouldn't  know.  Mr.  Taylor  at  any  time 
never,  in  all  those  years  he  was  ever  associated  with 
me,  ever  complained  on  the  deal  that  he  wasn't 
getting  enough  money,  or  too  much  w^ork.  In  fact, 
he  told  me  many,  many  times  that,  "As  far  as  you 
are  concerned,  Hans — "  when  I  call  him  up  and  try 
to  tell  him  "I  am  sorry  I  have  to  call  you  on  this," 
he  said,  "As  far  as  you  are  concerned,  you  are 
No.  1.  I  will  drop  anything  [2880]  else  in  order  to 
go  ahead  and  help  you  on  the  different  deals  with 
O.P.A."  And  any  time  I  needed  it.  So  that  certainly 
didn't  show  that  he  at  any  time  felt  that  he  was 
underpaid  or  wasn't  satisfied  with  the  arrangement. 

So,  I  don't  know,  what  are  you  driving  at;  and 
there  is  another  question  brings  that  on.  In  1937  I 


United  States  of  America  1191 

(Testimony  of  Hans  Forster.) 

talked  to  Mr.  Panks,  who  was  office  manager  at 
Kenworthy  Milling  Company  in  Tacoma,  and  at 
that  time,  Kenworthy  Milling  Company  was  going 
into  the  hands  of  the  receiver  and  Mr.  Panks  was 
office  manager.  I  knew  him  for  quite  a  few  years 
and  I  got  acquainted  wdth  him  running  into  a  visit 
with  farmers  up  in  Snoqualmie  and  Issaquah  Valley 
with  the  farmers,  and  he  collected  the  bills,  and  I 
tried  to  get  the  milk  and  he  talked  to  me  at  Alpine 
Dairy  in  1937,  at  the  Rainier  Plant,  and  he  said 
the  Kenworthy  Milling  was  going  into  receiver- 
ship  

Q.  (Interposing)  Is  this  still  answering  my 
question,  Mr.  Forster? 

A.     Yes,  I  think  it  does. 

The  Court:    It  seems  we  are  going  rather  far 

Mr.  Griffin:  (Interposing)  It  is  going  into  detail, 
but  he  can  get  right  dowm  to  it.  I  know  he  is  com- 
ing down  to  the  point  of  referring  this  man  to 
Taylor  [2881]  for  a  position. 

The  Court:  I  think  we  are  taking  a  little  too 
much  time,  Mr.  Forster.  If  we  can  get  these  ques- 
tions answered  directly  at  first,  and  then  g(ii  an 
explanation,  and  try  and  keep  it  briefer. 

The  Witness:    Well,  Mr.  LeSourd 

The  Court:  I  will  ask  the  Reporter  to  read  the 
question. 

(Whereupon,  the  following  was  read  by  the 
reporter : 

"Q.  Did  it  occur  to  you  at  any  time  during  this 
period  that  the  accounting  for  these  two  businesses 
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might  be  getting  more  difficult  and  time  consum- 
ing f) 

A.     (Continuing)     Well 

The  Court:    You  can  give  the  answer. 

A.     (Continuing)     Yes,  I  realized  that. 

Q.     (By  Mr.  Le  Sourd)  :    All  right. 

A.     Well,  you 

The  Witness:    I  like  to  really  explain. 

The  Court:  Is  there  some  more?  You  may  pro- 
ceed. 

A.  (Continuing)  And  so  Mr.  Panks  told  me  he 
wanted  to  change  employment  and  I  told  him  that 
Mr.  Taylor  [2882]  was  coming  out  to  Issaquah  on 
the  last  Saturday  of  that  month,  and  for  him  to 
come  up  there,  and  I  was  sure  that  Mr.  Taylor 
would  be  glad  to  interview  him,  and  Mr.  Panks 
came  up  and  met  Mr.  Taylor  and  told  him  what  his 
capabilities  was,  and  he  was  office  manager,  and  Mr. 
Tajdor  told  him  that  as  far  as  offices  was  concerned, 
it  was  in  good  order  and  he  didn't  need  any  per- 
sonnel like  Mr.  Panks. 

Q.  (By  Mr.  Le  Sourd) :  Did  you  send  applicants 
for  emplojTinent  frequently  to  Mr.  Taylor  and  tell 
him  to  give  them  the  easy  brush-oif 'F 

A.  Well,  I  guess  he  did,  if  he  didn't  want  any- 
body. I  sent  applicants 

Q.     (Interposing)     I  asked  whether  you  did. 

Mr.  Griffin:  That  is  a  double  question.  I  object 
to  the  form.  Will  you  break  it  down? 

Q.   (By  Mr.  Le  Sourd  continuing)  :    Did  you  send 
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applicants  for  employment  to  Mr.  Taylor  from  time 

to  time? 

A.     I  sent  applicants  to  Taylor  that  came  to  me. 

Q.     Yes. 

A.     Because  he  hired  all  the  office  personnel. 

Q.     He  hired  all  the  office  personnel? 

A.     As  far  as  I  knew,  yes.  [2883] 

Q.  And,  from  time  to  time,  when  sending  these 
applicants,  did  yon  ask  Mr.  Taylor  to  give  them  a 
polite  brush? 

A.     Xot  with  the  employment  applications,  no. 

Q.  Well,  w^hat  applications  did  you  ask  him  to 
brush  ofe? 

A.  If  some  insurance  people  bothered  me  too 
much,  or  anybody  that  just  insisted,  I  called  Taylor 
up  and  said,  ''This  fellow  seems  to  try  to  give  me 
a  rough  time.  You  see  what  you  can  do  with  him." 
And  he  would  say,  "Send  him  up.  I  will  take  care 
of  him." 

Q.  Were  wage  rates  generally  higher  in  1949 
than  they  were  in  the  middle  thirties? 

A.     Oh,  yes;  I  would  think  so. 

Q.     How  much  higher? 

A.  Oh,  I  know  they  w^ere  higher.  I  couldn't  tell 
you.  Maybe  they  went  up  35  or  40  percent. 

Q.     And  maybe  double? 

A.  That  is  right.  Probably,  in  some  instances, 
they  were  double. 

Q.  But  Mr.  Taylor's  compensation  at  Issaquah 
and  Alpine  never  increased  in  that  period? 

A.     He   never   asked    for   it.   He   was   perfectly 
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happy,  as  far  as  I  knew.  This  is  the  first  time  I 

knew  he  didn't.  [2884] 

Q.  Did  it  ever  occur  to  you  that  Mr.  Taylor 
couldn't  perform  the  same  services  in  1949  without 
increased  compensation  ? 

A.  Well,  he  was  his  own  boss.  He  should  have 
known  how  much  services  he  could  give,  and  what 
the  whole  bookkeeping  deal  was  all  about. 

If  he  couldn't  do  it,  he  would  have  hired  people 
to  do  it.  He  never  told  me.  Just  fifty  dollars,  or  one 
hundred  dollars.  Many  times,  many  times  he  said 
I  was  No.  1,  whatever  I  had.  If  I  needed  him,  he 
w^ould  drop  anything  else.  So,  it  didn't  look  to  me 
like  he  felt  he  was  imderpaid.  He  wouldn't  make 
concessions  and  be  so  free  to  give  me  the  time  if 
I  wanted  it. 

Q.  He  was  his  own  boss  as  far  as  you  were  con- 
cerned ? 

A.  He  was  his  own  boss  as  far  as  I  was  con- 
cerned. 

Q.  You  used  the  word  "association"  in  describ- 
ing your  relations  with  Mr.  Taylor.  Do  you  mean 
by  that  that  he  was  his  own  boss,  that  he  was  a 
part-owner  in  your  business? 

A.  No,  but  if  he  wanted  to  buy  some  stock,  or 
be  a  stockholder,  he  had  many  chances,  and  he  al- 
ways told  me  it  was  probably  better  for  him  not 
to  be  a  [2885]  stockholder. 

Q.     He  was  not  a  stockholder? 

A.  He  was  a  secretary-treasurer  of  all  the  com- 
panies and,  as  far  as  I  was  concerned,  he  was  the 
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fellow  I  definitely  looked  to  to  try  and  keep  the 

office  personnel  and  bookkeeping  in  tip-top  shai)e. 

Q.  He  was  not  a  part-ow-ner  in  your  business,  in 
any  of  them?  A.     No. 

Q.  In  other  words,  he  was  assoicated  in  the 
work,  but  not  in  the  profits;  is  that  right? 

Is  that  what  you  mean  by  association? 

A.  Well,  I  told  you  he  w^as  secretary-treasurer 
of  the  company,  and  he  was  the  fellow  that  handled 
the  books;  was  my  accountant. 

Q.  And  by  "association"  you  don't  mean  that  he 
was  associated  in  the  profits? 

A.  Not  so  far  as  I  know.  I  think  he  got  i)art 
of  the  profits  in  Renton. 

Q.     He  got  part  of  the  profits  in  Renton? 
A.     Yes. 

Q.     By  virtue  of  some  stock  ownership  he  held*? 

A.  No,  by  virtue  of  making  out  his  own  $600 
check,  besides  getting  $600  a  year  compensation  go- 
ing out  there  one-half  day  a  month.  [2886] 

Q.  I  thought  Mr.  Schneider,  general  manager, 
signed  that. 

A.     And  so  did  Mr.  Taylor. 

Q.     Counter-signed  it? 

A.     That  is  right;  two  signatures. 

Q.  You  testified  Mr.  Taylor  incorporated  Sim- 
onson  and  Forster;  what  do  you  mean  by  that? 

A.  Well,  either  incorporated  or  changed  the 
name  from  Puyallup  Creamery  to  Simonson  and 
Forster.  I  really  couldn't  tell  you,  but  when  we — 
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Avhen  Oscar  and  I  took  the  Piiyallup  Creamery  over, 

Taylor  was  along  and  immediately  in  there. 

Q.     What  did  he  do? 

A.  Well,  he  handled  the  books.  If  he  incorpor- 
ated or  not,  I  couldn't  tell  you. 

Q.  Then  you  don't  know  that  he  incorporated 
Simonson  and  Forster? 

A.  Well,  if  there  was  any  incorporation  to  be 
done,  he  done  it. 

Q.  Did  you  have  an  attorney  in  connection  with 
that  incorporation  ? 

A.     Not  as  far  as  I  remember,  no. 

Q.  Then  you  saved  the  money  you  would  have 
paid  to  an  attorney,  didn't  you? 

A.  Well,  he  tried  to  remind  me  a  few  times  he 
[2887]  could  do  as  much  as  an  attorney  could  do 
and  there  was  no  use  to  spend  money  to  get  an 
attorney  in  there. 

Q.  You  bought  out  some  milk  routes  in  Ballard 
prior  to  1940,  I  think  you  testified? 

A.     That  is  right,  Melrose  Dairy. 

Q.  And  you  said  Mr.  Taylor  handled  the  de- 
tails? A.     Yes. 

Q.     What  did  Mr.  Taylor  do? 

A.  Well,  he  checked  the  Accounts  Receivable, 
so  far  as  I  know,  and  checked  how  much  business 
there  was  to  be  gotten.  He  worked  with  Mr.  Beck- 
strom,  who — at  that  time,  Beckstrom  Brothers — 
was  the  owner  of  the  Melrose  Dairy,  and  then  he 
hired    the    bookkeeper    that    was    out    there,    Mrs. 
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Barnes,  who  was  assistant  to  Mrs.  Wilcox  after  we 

took  the  records  down  to  Alpine. 

Q.  And  that  was  the  extent  of  his  services, 
was  it? 

A.  If  I  took  one  of  those  businesses  over,  he 
was  in  it  from  the  start  until  the  transfer  was 
made.  Whatever  assistance  he  needed,  if  he  needed 
any  attorneys,  he  would  call  them  up  and  if  he  could 
do  it  alone,  he  did  it  himself. 

Q.  Did  you  have  a  lawyer  in  the  acquisition  of 
those  Ballard  Milk  Routes'?  [2888] 

A.     I  couldn't  tell  you. 

Q.     You  don't  know? 

A.     No,  I  don't  know. 

Q.  Bid  you  pay  Taylor  anything  extra  for  his 
work  on  that? 

A.     I  doubt  it.  He  never  asked  for  it. 

Q.  In  1940,  you  testified,  you  bought  property 
from  Kristoferson. 

A.     I  don't  know  if  it  was  in  1940. 

Q.     Well 

A.     (Interposing)     I  think  it  was 


Q.     (Interposing)     1940,  or  before? 

A.     Before  1940,  yes. 

Q.  What  did  Mr.  Taylor  do  in  connection  with 
that  matter? 

A.  Well,  I  think  Mr.  Taylor  handled  the  orig- 
inal lease  that  I  made  with  August  Kristoferson, 
with  option  of  purchase,  and  he  corresponded  with 
Mr.  Kristoferson  in  the  purchase  of  the  present 
Alpine  Dairy  Plant,  and  I  think  Mr.  Taylor  took 
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me  down  to  Mutual  Savings  Bank,  somebody  tliat 

made  us  a  loan  on  a  chattel  mortgage  or  real  estate 

mortgage,  in  order  to  make  the  purchase  from  Mr. 

Kristoferson. 

Q.  Did  you  have  an  attorney  in  that  transac- 
tion? [2889] 

A.     I  doubt  it.  I  think  Mr.  Taylor  handled  it. 

Q.     You  saved  the  cost  of  an  attorney? 

A.  That  is  right.  He  maybe  called  an  attorney 
up,  which  he  frequently  done,  and  they  send  us  a 
bill.  He  had  his  own — he  had  his  own  prerogative 
about  it  if  he  w^anted  to  call  an  attorney,  he  would, 
and  if  he  figured  he  could  do  it  without  an  attorney, 
he  wxnt  ahead  and  done  it.  He  had  free  access  to 
try  and  get  some  legal  advice  if  he  did  it. 

Q.  You  don't  recall  paying  an  attorney  in  that 
transaction,  do  you? 

A.  I  couldn't  tell  you.  It  is  20  years  ago,  unless 
you  have  any  way  to  check  it. 

Q.  Did  you  pay  Mr.  Taylor  anything  additional 
for  his  services? 

A.     I  wouldn't  know.  I  couldn't  tell  you. 

Q.     You  don't  remember  that  you  did? 

A.  No,  I  don't  remember  that  I  did,  and  I  don't 
remember  that  I  didn't.  I  just  don't  know.  It  is 
close  to  twenty  years  ago  now.  Either  the  middle 
thirties  or  late  thirties  when  that  happened. 

Q.  Well,  in  1940,  or  thereabouts,  Alpine  Dairy 
was  split  off  from  Issaquah  Creamery  Company, 
you  said?  A.     That  is  right. 
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Q.  And  made  into  a  sole  proprietorship  of 
yonrs?  [2890] 

A.     Yes,  sir. 

Q.  Mr.  Beadon  Hall,  the  banker,  talked  to  you 
for  some  time  before  about  this  matter,  didn't  he? 

A.  Well,  before  he  talked  to  me,  he  talked  to 
Mr.  Taylor. 

Q.  I  am  asking  if  he  talked  to  you  for  some 
time  before? 

A.  Oh,  I  think  he  mentioned  it  to  me,  that  he 
had  some  conversation  with  Mr.  Taylor  about  it. 

Q.    And  that  is  all  that  he  mentioned  to  you? 

A.     Well,  he  thought  that  it  was  a  good  thing. 

Q.  You  also  discussed  this  matter  with  Mr. 
Strack  and  Mr.  Donaldson  before? 

A.  I  discussed  it  as  far  as  Mr.  Hall  approached 
me  and  said  he  was  talking  to  Mr.  Taylor  on  the 
matter,  and  he  said  the  next  time  I  was  in  the  Peo- 
ples Bank  I  might  tell  them  about  it  and  give  them 
an  idea,  and  wondered  if  they  had  anything  against 
it,  or  what  they  thought  about  it. 

Q.  And  you  also  discussed  it  with  Mr.  H.  P. 
Jones,  the  attorney,  didn't  you? 

A.  Well,  I  think  I  probably  talked  to  Mr.  Jones 
after  all  the  arrangements  were  made  by  Mr.  Tay- 
lor and  if  there  was  some  papers  to  sign,  or  what- 
ever the  changeover  was,  that  is  about  the  only  con- 
versation I  had.  I  wouldn't  get  into  an  attorney's 
[2891]  office  unless  Mr.  Taylor  would  make  the  ap- 
pointment when  the  deal  was  consummated. 
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Q.  What  services  did  Mr.  Taylor  perform  in 
connection  with  this  split  of  the  business? 

A.  I  couldn't  tell  you.  He  worked  it  out  with 
Mr.  Harry  Jones,  of  Jones  and  Bronson,  and  what 
he  did,  I  couldn't  tell  you,  or  how  much  work  it 
took,  or  which  part  he  took  in  it. 

Q.  Did  you  pay  Mr.  Taylor  anything  additional 
for  this  work? 

A.  I  couldn't  tell  you,  unless  we  have  it  in  the 
records. 

Q.  You  don't  remember  of  paying  him  anything 
additional?  A.     No,  I  don't. 

Q.  About  1944,  I  believe  you  said,  you  bought 
Daisy  Ice  Cream  Company? 

A.     I  think  that  is  probably  the  year,  yes. 

Q.  Mr.  Taylor  had  been  the  accountant,  or  was 
the  accountant,  for  the  pre\dous  owner,  Mr.  Mor- 
ris, wasn't  he? 

A.     I  think  he  made  out  his  income  tax  returns. 

Q.  It  was  from  Mr.  Morris  you  bought  the  Daisy 
Ice  Cream  Company? 

A.     That  is  right,  yes.  [2892] 

Q.  Were  you  represented  by  a  lawyer  in  that 
transaction  ? 

A.     No,  that  was  represented  by  Hicks  Taylor. 

Q.  And  you  paid  no  attorney's  fees  in  that  trans- 
action? A.     I  guess  I  didn't. 

Q.  You  were  present,  were  you,  when  Mr.  Ta.y- 
lor  discussed  with  Mr.  Rygg,  the  matter  of  making 
up  the  daily  report  receipts? 

A.     Yes,   I  was  there   wlien   he   told  h'un   al)oiit 
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making  out  the  daily  reports  of  the  receipts,  and 

told  him  where  to  deposit  the  money. 

He  brought  him  some  Peoples  Bank  deposit  slips 
and  told  him  how  to  get  it  wp  there,  and  hov/  to 
handle  it. 

Q.  Perhaps  you  directed  Mr.  Taylor  to  give  Mr. 
Rygg  this  information,  didn't  you? 

A.  I  don't  know  who  directed  who,  but  Mr.  Tay- 
lor was  there,  and  he  handled  all  my  different  bank 
accounts  for  different  companies,  and  he  is  the  one 
that  was  familiar  with  it.  It  wasn't  me.  I  never 
directed  Hicks  Taylor  to  do  anything. 

Q.  Then  is  it  your  testimony  you  never  directed 
him  to  give  this  information  to  Mr.  Rygg?  [2893] 

A.  He  was  there  when  the  transaction  was  made, 
and  he  was  in  the  Daisy  Ice  Cream  office. 

Q.     Please  answer  my  question  now. 

Is  it,  or  is  it  not,  your  testimony  that  you  di- 
rected that;  you  did  or  did  not? 

A.  I  didn't  direct  him.  I  told  you  I  never  di- 
rected Hicks  Taylor  to  do  anything. 

Q.  And  you  heard  Mr.  Rygg's  testimony  in  this 
case  ?  A.    Yes. 

Q.  Was  Mr.  Rygg  in  error  in  saying  that  you 
directed  Mr.  Taylor  to  give  this  information  to 
him? 

A.  Well,  if  he  made  that  statement,  he  probably 
figured  because  I  was  the  owner,  that  I  gave  Tay- 
lor directions,  but  Taylor  worked  out  the  details 
with  him. 
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Q.  And  you  did  think  Mr.  Rygg  was  in  error 
in  making  that  statement? 

Mr.  Griffin:  If  the  Court  please,  I  object  to  the 
form  of  that  question,  whether  the  witness  ever 
heard  him  make  such  a  statement. 

The  Court:  He  may  answer  the  question,  and 
give  such  explanation  as  you  wish. 

A.  I  sat  over  there  when  Mr.  Rygg  testified, 
and  I — if  he  made  that  statement,  I  certainly  didn't 
hear  it;  but  it  wasn't  so  regardless  of  if  he  testi- 
fied [2894]  to  that  effect.  It  was  Taylor  that  han- 
dled— explained  it  to  him  and  made  the  set-up  for 
him  to  deposit  the  money  in  Peoples  Bank.  It  wasn't 
imder  my  direction.  He  took  directions  from  Taylor. 

Q.  You  said  that  from  then  on  Mr.  Taylor  han- 
dled it,  didn't  you? 

A.  As  far  as  I  knew,  from  that  time  on  Taylor 
handled  Daisy  Ice  Cream  Company  and  later  on, 
Alpine   Ice    Cream   Company. 

Q.  And  what  did  Mr.  Taylor  handle  for  Daisy 
Ice  Cream  Company? 

A.  Well,  he  dropped  in  there  once  in  a  while  to 
see  if  deposits  was  made  right,  and  he  knew  of  the 
bank  account,  and  he  seen  the  cancelled  checks  that 
was  at  Issaquah  for  payment  of  mix  and  supplies. 

Q.     How  do  you  know  that? 

A.  Well,  as  far  as  I  was  concerned,  it  was  ])a]'t 
of  Alpine  Dairy  and  he  was  my  accountant  at  Al- 
pine Dairy,  and  I  didn't  have  any  reason  to  try  and 
question  that  he  didn't. 

Q.     Then  when  you  just  said  now  he  dropped  in 
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there  and  did  all  these  things,  yon  are  assnming  he 

did? 

A.  I  know  he  dropped  in.  I  don't  know  why  he 
did.  Just  to  get  free  ice  cream;  I  am  quite  sure  he 
[2895]  didn't.  He  talked  over  the  situation. 

Q.     You  heard  Mr.  Rygg's  testimony? 

A.     That  is  right. 

Q.  Didn't  Mr.  Rygg  say  he  dropped  in  once  in 
a  while  to  get  some  ice  cream? 

A.     That  is  right,  yes. 

Q.  And  that  he  had  no  connection  with  the  books 
or  accounting  after  that  time,  after  you  bought  it 
out? 

Mr.  Griffin:  Just  a  moment  now.  I  submit  that 
is  not  a  fair  question,  because  that  was  not  the 
testimony. 

The  Court:  The  Court  will  sustain  the  objec- 
tion. 

Mr.  LeSourd:  Certainly  the  objection  isn't  sus- 
tained on  the  ground  that  that  was  not  the  testi- 
mony. 

The  Court:  I  don't  think  it  was  a  proper  ques- 
tion to  put  to  the  witness  as  to  what  the  testimony 
was  in  the  case. 

Q.  (By  Mr.  LeSourd) :  From  the  time  you 
])ought  out  Daisy  Ice  Cream  Company,  Mr.  Rygg 
worked  under  your  direction,   didn't  he? 

A.  He  worked  under  my  direction  as  far  as 
[2896]  making  the  ice  cream  was  concerned,  yes. 

Q.  He  worked  under  your  direction  in  all  of 
the  things? 
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A.  Oh,  no,  he  didn't.  I  didn't  have  anything  to 
do  with  the  receix)ts  of  it,  of  the  Daisy  Ice  Cream. 
I  didn't  have  anything  to  do  with  the  part  of  the 
monthly  inventory  or  charges  as  far  as  the  ice 
cream  was  concerned  from  a  product  angle.  I  didn't 
have  anything  to  do  with  the  rest  of  it.  That  was 
part  of  Alpine  Dairy  and,  as  far  as  I  knew — in 
fact,  I  met  Taylor  there  once  in  a  while. 

Q.     ^Ylien  did  you  meet  Taylor  there? 

A.  During  the  period  we  had  it,  when  we  had 
the  plant,  I  met  him  in  the  office  there. 

Q.     How  often  did  you  meet  him  there? 

A.  Oh,  I  don't  know.  Probably  a  couple  or  two 
or  three  times  a  year. 

Q.     And  what  did  you  do  when  you  met  him? 

A.  We  talked  over  the  general  situation  of  the 
— of  the  Daisy  Ice  Cream  plant,  of  the  product. 

Q.    What  did  Mr.  Taylor  do  when  you  met  him? 

A.  Oh,  I  think  he  looked  at  some  of  the  deposits 
and  looked  at  some  of  the  inventory  slips.  In  fact, 
I  asked  him  several  times  to  give  me  a  profit  [2897] 
and  loss  statement  of  Daisy  Ice  Cream,  and  he  sort 
of  put  me  off,  and  he  say,  '^I  try  to  get  it  out  next 
month". 

Q.  Then,  Mr.  Forster,  would  you  say  that  Mr. 
Rygg  was  incorrect  in  testifying  that  Mr.  Taylor 
did  not  look  at  the  accounts  or  books  or  have  any- 
thing to  do  with  them  after  you  took  over? 

Mr.  Griffin:  I  object  to  the  fonn  of  that  ques- 
tion again. 

The  Court:     I  think  the  form  isn't  proper,  'Mr. 
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LeSourd.  I  think  if  you  qualify  it,  you  can  put  the 

question. 

Q.  (By  Mr.  LeSourd  continuing) :  Well,  as  I 
recollect,  Mr.  Forster,  Mr.  Rygg  testified  that  Mr. 
Taylor  had  no  connection  with  the  books  or  ac- 
counts after  you  bought  it  out. 

Now,  if  that  were  his  testimony,  would  you  deny 
that  that  was  correct ;  would  you  say  that  Mr.  Rygg 
was  incorrect  in  so  stating? 

A.  Well,  if  he  got — I  don't  know  where  he  got 
that  information  from,  because,  as  far  as  I  was 
concerned,  he  definitely  had  something  to  do  with 
it.  He  made  the  original  arrangement  to  make  the 
purchase.  He  was  the  one  that  told  me  Daisy  Ice 
Cream  [2898]  is  for  sale,  and  he  was  the  one  who 
took  over  to  start  out  the  bank  account,  and  where 
Rygg  got  the  idea,  if  that  is  the  w^ay  he  testified, 
I  wouldn't  know. 

Mr.  Taylor  had  as  much  to  do  with  Daisy  Ice 
Cream  as  Alpine  Dairy,  or  any  one  of  my  enter- 
prises. 

Q.  Do  you  have  a  definite  recollection  in  your 
mind  of  some  meetings  with  Mr.  Taylor  at  the 
Daisy  Ice  Cream  Company? 

A.  I  have  definite  recollection  of  Mr.  Taylor 
being  in  the  Daisy  Ice  Cream  Company  when  he 
was  in 

Q.     (Interposing)     I  am  asking  you 


A.     (Continuing) :    in  not  only  once  but  sev- 
eral times,  at  least. 

Q.     And  you  have  a  definite  recollection  in  your 
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mind  of  Mr.  Taylor  looking  at  books  and  such  mat- 
ters while  you  were  there? 

A,  That  is  right;  and  talking  it  over  about  the 
operation. 

Q.  And  you  have  recollection  that  this  was  some- 
time subsequent  to  your  acquisition? 

A.     You  mean  before? 

Q.     No,  after  you  bought  it  out? 

A.     After  I  bought  it  out,  yes,  definitely. 

Q.  And  prior  to  the  time  it  became  Alpine  Ice 
[2899]  Cream  Company?  A.     Yes. 

Q.  Isn't  it  tiTie,  Mr.  Forster,  that  when  you 
bought  out  Daisy,  Mr.  Taylor  asked  you  if  he 
shouldn't  continue  on  with  the  books  and  records, 
and  you  said  ''No",  that  Mr.  Erickson  would  handle 
it  at  Issaquah? 

A.  Of  course,  that  is  absurd.  That  doesn't  have 
anything  to  do  with  it.  Taylor  never  asked  me  the 
question,  and  why  would  I  go  ahead  and  keep  Daisy 
Ice  Cream  out  any  more  than  Simonson  and  For- 
ster, or  anything  else  ?  He  was  my  accountant.  Arc- 
tic Gardens,  which  was  a  pai'tnership  with  Brehm, 
he  handled  all  the  stu:ff. 

Q.  Taylor's  compensation  from  Daisy  stopped 
when  you  took  over? 

A.  I  don't  know  what  his  compensation  was 
from  Daisy.  So  far  as  I  knew,  he  made  out  an 
annual  income  tax  return.  That  is  all  that  I  know 
about  it.  Mr.  Morris  can  probably  t(^ll  you. 

Q.  He  received  no  compensation  from  you  for 
Daisy,  did  he? 
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A.  As  far  as  I  was  concerned,  it  was  part  of 
Alpine  Dairy,  at  that  time,  until  we  took  Arctic 
Gardens  and  made  it  into  the  corporation. 

Q.  Then,  do  I  take  it  your  answer  to  my  ques- 
tion [2900]  is,  "Yes,  he  did  not  receive  any"? 

A.     I  couldn't  tell  you.  He  never  asked  for  any. 

Q.  You  don't  recall  paying  him  anything  for 
Daisy,  do  you?  A.     No,  I  do  not. 

Q.  You  knew  that  the  daily  reports  from  Mr. 
Rygg  at  Daisy  were  being  sent  directly  to  Issaquah, 
didn't  you? 

A.  Yes,  I  knew  they  was,  but  I  was  under  the 
opinion,  until  Mr.  Rygg  testified,  that  Mr.  Taylor 
always  got  a  copy  of  that. 

Q.  You  did  know  they  were  being  sent  directly 
to  Issaquah? 

A.  I  knew  that  Mr.  Erickson  got  it.  They  came 
up  to  Issaquah,  yes. 

Q.  You  never  received  any  financial  statement 
from  Mr.  Taylor  for  Daisy  Ice  Cream  Company, 
did  you? 

A.  Well,  I  never  asked  him  for  a  financial  state- 
ment. I  asked  for  a  profit  and  loss,  several  times. 

Q.     Did  you  ever  receive  a  profit  and  loss? 

A.  No,  he  always  promised,  and  never  gave  it 
to  me,  and  finally,  I  said,  ''If  you  are  so  busy  on 
it,  why  don't  you  tell  Harold  how  to  handle  it?" 

Q.  He  gave  you  profit  and  loss  statements 
monthly  for  the  companies  where  he  was  employed, 
didn't  he?  A.     That  is  right. 

Q.     Mr.  Rygg  asked  you,  after  you  had  had  this 
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business  for  awhile,  how  it  was  doing,  and  you  said 

it  was  operating  in  the  black;  didn't  you? 

A.     I  thought  it  was  operating  in  the  black. 

Q.     How  did  you  know  that? 

A.  Just  like  I  said,  when  Taylor  wouldn't  give 
me  a  profit  and  loss  statement  of  the  Daisy  Ice 
Cream  Company,  he  had  two  or  three  different  ex- 
cuses why  he  was  going  to  give  it  to  me  next  month, 
and  next  month,  and  it  was  prol^ably  three  or  four 
months  finally  when  I  said,  "I  think  I  ought  to 
know  how  that  thing  is  getting  along.  Hicks."  And 
he  said,  ''I  will  try  and  get  it  out  next  month."  And 
I  said,  ^' Maybe  Harold  can  help  you,  maybe  Har- 
old has  some  time  and  how"  about  working  with  him 
so  that  he  can  give  me  some  rough  idea  of  how  we 
are  going  on  the  deal?"  And  after  that,  Harold 
made  me  out  a  very  rough  statement  on  the  profit 
and  loss  of  the  Daisy  Ice  Cream. 

Q.     Who  did?  A.     Harold  Erickson.  [2902] 

Q.     Erickson?  A.     Yes. 

Q.  In  1949,  I  believe  you  and  Mr.  Erickson  went 
down  to  take  an  inventory  at  Daisy,  did  you? 

A.  Well,  I  don't  know  if  it  was  in  1949.  We 
went  down  there,  yes. 

Q.     You  went  down  there  to  make  an  inventory? 

A.  Yes.  I  don't  know  if  Mr.  Krumbah  was  along, 
too.  I  am  not  too  sure. 

Q,     Mr.  Taylor  was  not  along,  was  he? 

x\.  Well,  I  couldn't  tell  you  he  was  along.  I 
know  Mr.  Erickson  was  there. 
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Q.  You  wouldn't  testify  that  Mr.  Taylor  was 
there  ? 

A.  No,  I  couldn't.  I  couldn't  testify  that  he 
wasn't  there,  either,  though. 

Q.  Now,  I  believe  you  testified  that  you  ]}ought 
some  property  in  the  Denny  Regrade  District? 

A.     That  is  right. 

Q.     For  ten  thousand  dollars?  A.     Yes. 

Q.  Who  negotiated  and  fixed  the  price  that  you 
paid  for  that? 

A.     Hicks  Taylor. 

Q.  You  didn't  make  that  determination  your- 
self, [2903]  did  you? 

A.  Well,  he  was  the  one  that  told  me  about  the 
deal,  and  as  far  as  I  know,  he  handled  it. 

Q.     Did  you  yourself  talk  to  the  seller? 

A.  No;  in  fact,  I  don't  think — I  can't  even  re- 
member who  it  was,  but  I  know  that  Taylor  han- 
dled the  deal. 

Q.     He  did  all  the  negotiating? 

A.     As  far  as  I  know,  yes. 

Q.  He  determined  what  you  were  going  to  pay 
for  the  property?  A.     Yes. 

Q.    You  simply  took  his  word  for  it? 

A.     That  is  right. 

Q.     And  paid  ten  thousand  dollars  out? 

A.     That  is  right. 

Q.  Did  you  pay  Mr.  Taylor  anything  extra  for 
his  services  on  that? 

A.  No,  of  course,  not.  He  is  the  one  that  helped 
me  sell  it,  too. 
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Q.     Yes.  He — you  sold  it  to  Mr.  Morris? 

A.     That  is  right. 

Q.     And  you  wanted  fourteen  thousand  dollars? 

A.     That  is  right. 

Q.  Mr.  Taylor  thought  he  could  get  you  five 
[2904]  luuidred  dollars  more?  A.    Yes. 

Q.  And  he  got  you  fourteen  thousand  five  hun- 
dred? A.     I  think  that  is  correct. 

Q.  You  made  four  thousand  five  hundred  dollars 
on  the  transaction  ?  A.     That  is  right. 

Q.     Did  you  pay  Mr.  Taylor  anything? 

A.    He  never  asked  me  for  anything. 

Q.  In  your  testimony,  you  said  that  if  some- 
thing looked  good  to  you  and  Hicks,  "we  bought  it." 
Do  you  mean  Mr.  Taylor  got  an  interest  in  these 
things  you  were  purchasing?  A.     No. 

Q.  You  meant  that  you  bought  it;  you  made  the 
profit  and  Mr.  Taylor  did  the  work  for  no  extra 
pay? 

A.    Well,  either  the  profit  or  the  loss. 

Q.  Most  of  this,  though,  resulted  in  profit, 
didn't  it? 

A.  AVell,  the  one  venture  of  Arctic  Gardens 
showed  a  hea^'y  loss. 

Q..  You  acquired  some  other  enterprises,  like 
Meadowland?  A.     That  is  right.  [2905] 

Q.     Did  Mr.  Tajdor  work  on  that? 

A.  Yes,  I  think  he  was  even  an  officer  of  Mead- 
owland. I  know  he  was  the  accountant. 

Q.  Did  you  pay  Mr.  Taylor  anything  extra  for 
that? 
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A.  AYell,  he  was  accountant  up  there.  I  am  sure 
Meadowland  paid  him. 

Q.     That  was  before  you  bought  it  out"? 

A.     That  is  right. 

Q.  Did  he  perform  services  when  you  bought  it 
out?  A.     Yes. 

Q.  Did  you  i:)ay  him  anything  extra  for  those 
services  ? 

A.     I  couldn't  tell  you.  Xot  as  far  as  I  know. 

Q.  And  his  pay  from  Meadowland  stoxDx:)ed  when 
you  bought  it  out?  A.     That  is  right. 

Q.  And  how  about  Melrose ;  did  he  perform  any 
sersdces  Avhen  you  bought  out  Melrose  ? 

A.  I  think  you  asked  me  about  that.  That  is  the 
Dairy  in  Ballard. 

Q.  Then  Green  Pastures;  was  that  also  a  Bal- 
lard Dairy? 

A.  No,  that  was  a  jobber  there  out  in  Rainier 
[2906]  Valley. 

Q.     Did  Mr.  Taylor  work  on  that? 

A.  Well,  he  was  an  accountant  for  Green  Pas- 
tures, but  on  all  those  deals,  he  definitely  came  into 
the  picture  when  there  was  something  to  be  bought 
out,  so  he  definitely  did  some  work  on  it,  of  course. 

Q.     Did  you  pay  him  anything  extra  for  that? 

A.     It  was  twenty  years  ago.  I  don't  remember. 

Q.     You  don't  remember  that  you  did? 

A.  If  he  asked  for  anything,  I  would  have  paid 
him. 

Mr.  LeSourd:     It  is  recess  time. 

The  Court:    Ladies  and  Gentlemen  of  the  Jurv: 
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We  will  now  take  the  mid-morning  recess.  Tlic 
Court  asks  that  you  pay  attention  to  the  admonition 
given  to  you  on  similar  occasions.  You  may  now 
be  excused. 

(Whereupon,    the    Jury    retired    from    the 
courtroom.) 

(Whereupon,  at  11:01  o'clock  a.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause,  until  11:14  o'clock  a.m.  April  1,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
noted,  being  present,  the  following  proceedings 
were  had,  to-wit:)  [2907] 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:     You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 
Mr.  Griffin:     Yes,  your  Honor. 
Mr.  Moriarty:     Yes,  your  Honor,  it  is  so  stipu- 
lated. 

The  Court:  You  may  proceed,  Mr.  LeSourd. 
Q.  (By  Mr.  LeSourd)  :  Mr.  Forster,  in  all  of 
these  transactions  where  you  were  buying  and  selling 
property,  and  buying  businesses  and  splitting  busi- 
nesses, it  is  your  testimony  that  Mr.  Taylor  never 
asked  for  any  additional  compensation? 

A.     AVhenever  Mr.   Taylor   asked  me   for   addi- 
tional compensation,  he  got  it. 

Q.    We  have  gone  over  these  transactions  here, 
a  nmn])er  of  them,  and  your  testimony  is  that  he 
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did  not  receive  additional  compensation  on  them, 
or  you  couldn't  remember  that  he  did  and  I  come 
back  to  my  question: 

Is  it  your  testimony  that  he  didn't  ask  for  any 
additional  compensation?   [2908] 

A.     Any 

Q.     In  all  these  transactions? 

A.     That  is  right,  yes. 

Q.  Did  it  ever  occur  to  you  to  offer  him  any 
additional  compensation  ? 

A.     Well,  I  maybe  have. 

Q.    You  have  offered  him? 

A.     I  don't  know. 

Q.  Would  you  say  it  had  occurred  to  you  to 
offer  him? 

A.  Well,  Mr.  LeSourd,  I  found  out  from  my 
accountants  I  paid  Mr.  Taylor  over  fifty  thousand 
dollars  in  those  years  to  handle  my  different  busi- 
nesses, and  now  the  Government  comes  along  and 
claims  another  two  and  one-half  million  dollars,  and 
I  think  he  has  done  enough  damage.  I  think  he 
was  overpaid. 

Q.  Just  answer  my  question,  whether  it  occurred 
to  you  to  offer  him  additional  compensation. 

A.  I  don't  know  why  it  occurred  to  me  or  not. 
I  don't  know  why  this  line  of  questioning. 

Q.  Even  when  you  made  four  thousand  five  him- 
dred  dollars  on  that  property  on  Mr.  Taylor's  ad- 
vice, it  didn't  occur  to  you  to  offer  him  anything? 

A.  Four  thousand  five  hundred  dollars  was 
[2909]  applied  on  the  note  that  I  owed  Mr.  Morris 
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at  the  Daisy  Ice  Cream  Company.  I  didn't  receive 

any  cash  out  of  it. 

Q.     You  received  a  credit? 

A.     I  received  a  credit,  yes. 

Q.    You  said  that  Mr.  Taylor  drew  a  will  for 
you? 

A.     I  think  he  drew  the  first  will  we  had,  yes. 

Q.     When  was  that? 

A.     Oh,    I   would   say   probably   in   the   middle 
thiii:ies. 

Q.     How  long  did  you  have  that  will  in  effect? 

A.     I  had  it  in  effect  until  Mr.  McEwen  of  Jones 
and  Bronson  wrote  another  one. 

Q.     You  had  no  attorney  when  you  drew  this  will 
that  you  say  Mr.  Taylor  handled? 

A.     Not  as  far  as  I  know. 

Q.    You  saved  the  attorneys'  fees? 

A.    Well,  I  would  think  so,  unless  he  talked  to 
somebody  about  it. 

Q.     Did  you  pay  Mr.  Taylor  anything  extra  for 
that  ?  A.     Not  as  far  as  I  know. 

Q.     I  think  you  said  Mr.  Taylor  made  out  your 
children's  income  tax  returns?  [2910] 

A.     That  is  right. 

Q.     Did  he  get  anything  extra  for  that? 

A.     Never  asked  for  anything. 

Q.     You  took  two  trips  to  Switzerland,  I  believe, 
one  in  1939  and  another  in  1947? 

A.     That  is  right. 

Q.     Now,  on  the  1939  trip,  you  had  Mr.  Taylor 
do  some  extra  work? 
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A.  I  believe  he  was  in  full  charge  of  it  when 
I  was  gone.  I  don't  know  how  much  extra  work  he 
done  on  it.  I  couldn't  tell  you.  I  am  sure  he  done 
some. 

Q.  You  had  him  as  well  sign  checks  at  that  time 
while  you  were  gone,  didn't  you? 

A.     I  think  he  probably  did,  yes. 

Q.  And  what  else  did  you  have  him  do  while 
you  were  gone? 

A.  Well,  he  sat  in  on  some  of  the  meetings  with 
the  dealers. 

Q.     Anything  else? 

A.  Well,  he  had  power  of  attorney  to  handle  the 
affairs,  if  anything  came  along  that  he  had  to  do. 

Q.     Was  that  power  of  attorney  in  writing? 

A.     I  think  it  was.  I  think  he  made  it  up. 

Q.  You  actually  signed  a  written  power  of 
attorney?   [2911]  A.     Yes. 

Q.     Do  you  have  a  copy  of  it? 

A.     No.  I  threw  it  away  after  I  got  back. 

Q.  You  did  pay  him  three  hundred  dollars 
extra  for  this  1939  work,  didn't  you? 

A.  I  wouldn't  know.  If  that  is  what  you  say  it 
is,  I  probably  did. 

Q.     How  long  were  you  gone  to  Europe  in  1939? 

A.     Probably  three  months. 

Q.     Now,  in  1947,  how  long  were  you  in  Europe? 

A.     I  would  say  about  six  weeks. 

Q.  And  what  did  Mr. — were  you  gone  only  six 
weeks  on  that  trip? 

A.     I  would  say  around  six  weeks,  yes. 
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Q.  What  did  Mr.  Taylor  do  while  you  were  gone 
that  was  any  different  to  any  other  time? 

A.  Well,  he  was  in  full  charge  of  the  businesses. 
If  something  would  have  to  come  to  my  attention, 
instead  of  coming  to  my  attention,  it  went  to  Mr. 
Taylor's  attention. 

Q.    Did  he  boss  Mr.  Ribary? 

A.     Well,   he   handled   everything. 

Q.  He  was  in  charge — ^^Ir.  Taylor  was  in  charge 
— then,  of  the  production  at  your  plant? 

A.  Well,  he  was  in  charge  of  the  sui^erintend- 
ence  [2912]  if  something  came  along  that  they 
needed  his  advice,  they  called  on  him. 

Q.    Did  they  call  on  him? 

A.     I  couldn't  tell  you. 

Q.  Did  you  give  him  a  power  of  attorney  at 
that  time? 

A.     I  am  quite  sure  I  did,  yes. 

Q.  Do  you  remember  signing  such  a  document 
at  that  time?  A.     I  am  quite  positive,  yes. 

Q.     Do  you  have  a  coi^y  of  it?  A.     No. 

Q.  You  paid  him  nothing  extra  for  that  1947 
trip,  did  you?  A.     I  wouldn't  know. 

Q.    You  wouldn't  know?  A.     No. 

Q.     You  wouldn't  state  that  you  did? 

A.  No,  I  wouldn't  state  that  I  did,  and  I  couldn't 
state  that  I  didn't.  If  he  asked  me  for  any  extra 
compensation,  I  am  sure  I  paid  him,  but  I  can't 
recall  if  he  did  or  not. 

Q.     You  testified  a  luunber  of  times,  I  believe, 
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JMr.  Forster,  that  Mr.   Taylor  was  your  financial 

adviser.  [2913] 

A.  Well, — financial  adviser — before  I  took  on 
any  kind  of  obligation,  or  made  any  kind  of  a  deal, 
I  talked  it  over  with  Hicks. 

Q.  Well,  now,  just  what  do  you  mean  by  "finan- 
cial advice"? 

A.  Well,  to— I  think  buying  out  different  dairy 
businesses,  or  going  into  re-selling  of  the  plants,  or 
like  when  I  built  Alpine  Ice  Cream  Company  plant 
on  Rainier.  He  was  V7ith  me  when  we  made  arrange- 
ments with  the  banks  to  try  to  make  the  loan.  I 
talked  to  him  before  I  stored  butter  in  the  spring, 
about  how  much  we  probably  should  store,  and 
how  much  money  wt  pro]:>ably  would  have  to  bor- 
row. The  same  way  on  taking  out  some  life  insur- 
ance policies,  or  anything  that  had  anything  to  do 
with  finances,  of  l^orrowing  money  or  loaning 
money. 

Q.  In  other  words,  by  "financial  advice",  you 
mean  that  you  asked  his  opinion  of  the  transactions 
you  are  entering  into? 

A.     Well,  I  asked  his  opinion  before  I  did. 

Q.  You  mentioned  butter.  Do  you  consider  Mr. 
Taylor  an  expert  on  butter? 

A.  You  don't  have  to  be  an  expert  on  butter  to 
buy  butter.  It  was  to  try  to  find  out  how  much 
money  we  should  invest  in  butter.  [2914] 

Q.  You  have  to  be  an  expert  in  butter  to  buy 
it  with  any  assurance  of  financial  success,  don't 
you? 
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A.  Well,  you  take  a  certain  risk.  Not  later,  of 
course,  since  the  Government  protected  the  price. 
There  is  no  risk  in  buying  butter  and  selling  it. 

Q.  Now,  the  first  time  that  you  actually  needed 
financial  advice,  you  went  to  a  bank,  didn't  you? 

A.  Well,  I  think  l^efore  I  went  to  the  bank,  I 
talked  to  Mr.  Taylor. 

Q.  Well,  this  was  back  in  1925  or  1926,  some- 
thing like  that,  when  you  went  to  Mr.  Peters  in  the 
Snoqualmie  Bank? 

A.  Well,  I  wasn't — Mr.  Taylor  wasn't  associated 
with  me  then. 

Q.  So  that  you  can't  now  say  that  j^ou  talked 
to  Mr.  Taylor  before  you  went  to  Mr.  Peters,  can 
you? 

A.  Well,  that  was  at  the  Falls  City  Cheese  Fac- 
tory. I  told  you  when  Mr.  Taylor  came  into  the 
picture. 

Q.     Will  you  please  answer  my  question? 

Mr.  Griffin:  I  object  to  the  form  of  the  question. 
It  is  argiunentative. 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  the  following  was  read  by  the 
Reporter:  ''So  that  you  can't  now  say  that  you 
talked  to  Mr.  Taylor  before  you  went  to  Mr. 
Peters,  can  you?") 

The  Court:     OlDJection  sustained. 
Q.     (By  Mr.   Tai/lor) :    You   didn't   talk   to   Mr. 
Taylor  before  you  talked  to  Mr.  Peters,  did  you? 
A.     I  didn't  know  Mr.  Taylor. 
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Q.  All  right;  now,  Mr.  Peters  was  your  financial 
adviser  for  many  years,  wasn't  he? 

A.  No,  Mr.  Peters  w^as  my  adviser  from  1926, 
the  latter  part  of  1926,  until  a  little  bit  of  1927; 
probably  a  year  and  a  half,  I  guess. 

Q.  And  then  he  was  supplanted  by  another  Mr. 
Peters,  wasn't  he? 

A.    Well,  they  were  brothers. 

Q.     There  were  others? 

A.     No,  they  were  brothers. 

Q.     Brothers?  A.     That  is  right. 

Q.  Well,  he  and  his  brother  were,  either  or  botli 
of  them,  were  your  financial  ad^dsers  for  many 
years,  weren't  they?  [2916] 

A.  Well,  one  of  them  was  at  the  bank  at  Sno- 
qualmie,  and  after  I  burned  out  in  Falls  City,  I 
went  to  Issaquah,  and  Hicks  Taylor  came  into  the 
picture  at  that  time. 

Q.  Is  your  answer  "yes"  to  my  question  that 
they  were  your  financial  advisers  for  many  years? 

A.  Well,  the  second  Mr.  Peters  was  my  partner. 
He  owned  half  of  the  stock  in  the  bank. 

Q.    Was  he  your  financial  adviser? 

A.  I  would  think  so.  He  was  not  only  my  ad- 
viser, but  the  one  who  made  the  policy. 

Q.     Then  your  answer  is  ''yes"? 

A.     I  would  think  so,  yes. 

Q.  Now,  when  Mr.  Beadon  Hall  of  Peoples  Bank 
took  over  Mr.  Peters'  bank,  they  became  your  finan- 
cial advisers,  didn't  they? 

A.     AVell,  they  would  tell  me  whether  they  would 
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loan  me  the  money  or  not,  but  it  was  Mr.  llic];.^ 
Taylor  who  talked  to  Mr.  flail  in  the  early  thirties, 
like  in  going  over  the  statement,  and  he  was  the 
adviser  with  me  to  the  bank. 

Q.  You  say  that  Mr.  Beadon  Hall  was  not  your 
financial  adviser? 

A.  Well,  he  told  me  if  he  would  loan  me  money 
or  not.  I  don't  know  if  you  call  it  adviser.  I  think 
[2917]  Mr.  Taylor  was  more  advising.  The  bank 
either  told  me  whether  they  would  loan  or  not  loan 
me  the  money. 

Q.  You  did  consult  Mr.  Hall  on  financial  mat- 
ters? 

A.     I  consulted  him  when  I  wanted  a  loan. 

Q.  Is  that  the  only  thing  you  talked  to  him 
about  ? 

A.  We  went  over  the  statements  that  Hicks  Tay- 
lor gave  me.  That  is  the  only  reason  he  would  loan 
m.e  money. 

Q.  Is  that  the  only  thing  you  talked  to  him 
about  ? 

A.  Why,  I  never  talked  to  Mr.  Hall  about  any 
expansions.  I  talked  to  Mr.  Hall  in  the  early  years 
just  to  try  to  keep  things  afloat,  that  I  had,  l)ut 
from  an  expansion  angle,  it  was  Hicks  Taylor,  for 
close  to  twenty  years,  or  at  least,  fifteen  or  eighteen 
years  that  I  asked  first  before  I  made  any  kind  of 
a  move,  and  in  most  instances,  we  went  to  the  bank 
and  talked. 

Q.  I  gather  from  that,  Mr.  Forster,  that  is  your 
testimony  you  did  not  talk  to   Mr.  Beadon   Hall 
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about    financial    matters,     other    than    borrowing 

money,  is  that  right? 

A.  Well,  you  mention  some  other  financial  [2918] 
matters  except  borrowing  money. 

Q.  Well,  you  are  the  one  that  used  the  term  "fi- 
nancial advice";  I  want  to  find  out  what  you  mean 
by  that. 

A.  Well,  as  far  as  Mr.  Hall  was  concerned,  I 
didn't  talk  to  Mr.  Hall  about  any  expansion  prob- 
lems except  when  I  had  to  borrow  some  money,  I 
had  to  exx)lain  it  to  him  what  I  wanted  the  money 
for. 

Q.  You  talked  to  Mr.  Hall  about  dividing  your 
business,  didn't  you? 

A.  I  talked  to  Mr.  Hall  ?  He  talked  to  me  about 
it  after  he  talked  to  Mr.  Taylor. 

Q.  You  saw  Mr.  Hall  more  than  once  a  month 
in  all  these  years,   didn't  you? 

A.  Well,  I  probably  seen  Mr.  Hall  probably 
more  the  last  ten  years  than  I  did  before  since  I  got 
to  be  a  director  of  the  bank. 

Q.     I  am  talking  about  the  last  ten  years. 

A.     I  would  think  so,  yes. 

Q.  Mr.  Donaldson  and  Mr.  Strack  were  also 
your  financial  advisers,  weren't  they? 

A.  Well,  over  the  last  ten  years,  the  loan  limit 
of  the  Washington  State  Bank  was  twenty-five 
thousand  dollars,  until  they  increased  their  capital 
stock,  and  in  the  late  forties,  or  middle  forties,  and 
then  it  went  [2919]  up  to  fifty,  but  when  you  had 
to  purchase  butter  of  probably  125  to  150  thousand 
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dollars'  worth,  the  Washington  State  Bank  wasn't 
— couldn't,  under  the  loan  limit,  loan  the  money, 
so  I  didn't  borrow  very  much  money  from  Mr.  Hall, 
and  most  of  the  borrowing  was  done  at  Peoples' 
National  Bank  with  Mr.  Strack  and  Mr.  Donald- 
son and  Mr.  Green. 

Q.  Then  your  answer  is  ''yes",  that  they  were 
your  "financial  advisers'"? 

A.  Well,  they  were  the  ones  that  was  my  bank- 
ers. I  borroAved  the  money. 

Q.     Were  they  your  financial  advisers'? 

A.  Well,  as  far  as  the  advice,  before  I  ]3orrowed 
the  money,  how  to  do  it  and  when  to  do  it  and  why 
to  do  it,  that  was  Hicks  Taylor  I  talked  to  first, 
and  afterwards,  him  and  I  went  to  the  bank  and 
tried  to  make  the  loan  and  tell  them  why  we  needed 
it  and  what  he  was  going  to  do.  They  told  us  they 
would  or  wouldn't  or  they  told  us  they  would  give 
us  half  or  all  of  it.  I  don't  know  which  one  was  the 
adviser.  Hicks  Taylor  came  along  with  me  when  the 
loan  was  made  and  the  other  fellows  just  made  the 
policy  of  whether  they  loaned  it  to  me  or  not.  Like 
anybody  tries  to  borrow  money,  they  give  it  or 
they  don't. 

Q.  Then  is  your  answer  that  you  don't  know  if 
[2920]  they  were  your  financial  advisers? 

A.  Well,  they  knew  about  all  my  business  trans- 
actions. 

Q.  Well,  is  your  answer  "Yes,  they  were  your 
financial  advisers;" — "No,  they  weren't" — or  "No, 
you  don't  know"? 
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A.    I  think  they  helped  in  the  picture. 

Q.     Then  your  answer  is  ''yes"? 

A.  I  don't  know  why  you  try  to  confuse  me  on 
this  deal,  Mr.  LeSourd. 

Q.  I  am  not  trying  to  confuse  you.  I  am  trying 
to  find  your  answer. 

A.  I  told  you  by  financial  adviser,  so  far  as  I 
was  concerned,  before  I  went  to  the  bank,  my  ad- 
viser was  Hicks  Taylor. 

Q.  I  know  you  said  that.  I  am  asking  if  Mr. 
Strack  and  Mr.  Donaldson  weren't  your  financial 
advisers  ? 

A.  They  told  me  whether  I  should  go  in  or  not. 
If  I  didn't  need  money,  I  didn't  go  to  them  in 
asking  to  try  to  make  any  deals. 

Q.  They  told  you  whether  you  should  go  into 
ventures  or  shouldn't  didn't  they? 

A.  If  there  was  such  a  thing  as  trying  to  bor- 
row money,  yes.  [2921] 

Q.  Well,  most  ventures  require  some  money, 
don't  they?  A.     That  is  right. 

Q.  And  how  often  did  you  see  Mr.  Donaldson 
and  Mr.  Strack  in  this  period  in  the  last  ten  years 
of  this  period? 

A.     It  was  quite  frequently. 

Q.  It  was  more  than  once  a  month  on  the  aver- 
age, wasn't  it? 

A.  Oh,  yes ;  I  think  so.  Maybe  two  or  three  times 
a  month. 

Probably  just  see  them  sitting  at  the  desk  going 
in  to  get  my  balance,  or  pick  up  cancelled  checks. 
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Q.  So  that  you  were  seeing  Mr.  Beadon  Hall 
more  than  once  a  month,  and  you  were  seeing  Mr. 
Strack  and  Hall  more  than  two  or  three  times  a 
month?  A.     I  would  think  so,  yes. 

Q.  You  followed  the  advice  of  Peoples  Bank  on 
your  Alpine  Building  Account,  didn't  you? 

A.     That  is  right,  yes. 

Q.     You  followed  the  advice  on  Apex  Farms? 

A.  Well,  I — the  advice — we  went  to  talk  to  them 
and  asked  if — what  they  thought  about  it.  Hicks 
Taylor  and  I,  and  they  told  us  to  go  ahead;  [2922] 
and  it  was  the  same  way  on  the  building  account. 
They  requested  us  to  try  to  set  up  a  building  ac- 
count. 

Q.  You  consulted  the  Peoples  Bank  on  the  use 
of  Arctic  Gardens  for  the  Alpine  Ice  Cream  busi- 
ness, didn't  you? 

A.  Well,  you  will  have  to  clear  that.  I  don't 
knoAv  just  what  you  mean.  Peoples  Bank  loaned  us 
money  on  the  Arctic  Gardens. 

Q.  Didn't  you  get  the  advice  of  the  Peoples 
Bank,  Mr.  Donaldson  or  Mr.  Strack,  with  regard 
to  putting  the  Alpine  Ice  Cream  business  into  Arc- 
tic Gardens?  A.     You  mean  the  change? 

Q.     And  putting  the  business  in? 

A.  No,  that  Avas  definitely  Hicks  Taylor's  idea. 
It  wasn't  Peoples.  He  probably  talked  to  Peoples 
Bank  about  it. 

Q     He  probably  did  i  A.     I  think  ''yes". 

Q.     But  you  don't  know? 

A.     I  probably  was  brought  into  the  conversation 
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but  the  original  idea  was  Hicks  Taylor's,  because 
he  kept  the  corporation  books  and  he  knew  that 
Arctic  Gardens  was  being  closed  out,  and  that  is 
where  the  corporation  came  from,  and  I  am  sure 
he  talked  [2923]  it  over  with  the  bankers,  and 
X)robably  before  the  transaction  was  made.  I  am 
sure  they  probably  talked  to  me  about  it,  too. 

I  think  he  talked  to  attorneys.  I  am  quite  siu'e 
that  Mr.  Grill  had  something  to  do  with  it,  or  Mr. 
McEwen  of  Jones  and  Bronson. 

Q.  You  met  Mr.  Wettrick,  I  believe  you  said, 
who  is  an  attorney  in  this  city,  back  in  the  middle 
1920's? 

A.  Well,  in  the  late  20's.  He  was  attorney  for 
Mr.  Andres,  who  I  bought  the  cheese  factory  from. 

Q.  From  that  time  on,  Mr.  Wettrick  did  var- 
ious legal  work  for  you,  didn't  he? 

A.     Mr.  Wettrick  did  some  work,  yes. 

Q.  He  handled  the  Renton  Ice  and  Ice  Cream 
corporation,  among  other  things? 

A.  That  is  right,  yes.  He  was  actually  employed 
by  Mr.  Schneider. 

Q.  Mr.  Wolf  stone  handled  Arctic  Gardens'  in- 
corporation, didn't  he? 

A.     Yes,  he  was  Mr.  Brehm's  attorney. 

Q.  Jones  and  Bronson,  I  think  you  said,  had 
something  to  do  with  Alpine  Ice  Cream  Company 
going  into  Arctic  Gardens? 

A.     I  am  quite  sure  they  did.  [2924] 

Q.  Mr.  Yothers  handled  the  purchase  of  land 
for  the  Alpine  Plant? 
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A.  Well,  Mr.  Yothers  bought  us  some  lots  tliat 
we  haven't  got  any  buildings  on  at  the  present  time 
that  is  surrounding  the  Alpine  Dairy  buildings. 

Q.  Were  Jones  and  Bronson  attorneys  for  Issa- 
quah  Creamery  Company  over  many  years? 

A.  I  think  Mr.  Taylor  called  in  Mr.  Jones  on 
the  division,  and  I  think  it  was  probably  the  first 
time,  on  the  division  of  Alpine  Dairy  from  Issa- 
quah  Creamery  Company. 

Q.  And  from  that  time,  they  were  attorneys  for 
Issaquah  Creamery  Company,  weren't  they? 

A.    Yes,  I  would  think  so. 

Q.     Did  they  keep  the  minute  book? 

A.  I  couldn't  tell  you;  either  Mr.  Taylor  did  or 
the  attorneys  at  Jones  and  Bronson. 

Q.  But,  in  spite  of  having  Mr.  Wettrick  as  your 
attorneys  in  the  late  20's  I  think  you  said,  and 
Jones  was  your  attorney  since  the  splitting  off,  you 
were  bujdng  many  of  the  properties  and  businesses 
without  legal  advice,  weren't  you? 

A.  Mr.  Wettrick  wasn't  my  attorney  in  the  late 
20's.  He  was  Andres'  attorney.  I  just  told  you  I 
knew  him.  [2925] 

Q.     I  asked  whether  he  did  some  legal  work. 

A.  I  think  he  did  some  work  for  us  in  the  30's, 
yes,  I  don't  know  when. 

Q.  But  in  a  large  nimiber  of  these  acquisitions 
of  property  and  business,  you  had  no  legal  repre- 
sentation, did  you? 

A.     No,  Hicks  Taylor  done  most  of  it. 

Q.     Actually,  you  stai-ted  buying  businesses  with- 
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out  consulting  a  lawyer  before  you  had  any  asso- 
ciation with  Mr.  Taylor,  didn't  you? 

A.  Well,  I  bought  the  Falls  City  cheese  factory 
without — I  didn't  know  any  attorney. 

Q.  And  you  bought  Issaquah  Creamery  Com- 
pany without  any  legal  representation,  didn't  you? 

A.  Well,  I  think  Mr.  Okton  represented  Mr. 
Peter?. 

^     Wlio  represented  you? 

A.     Myself,  I  guess.  Nobody. 

Q.  The  simple  fact,  is,  isn't  it,  Mr.  Forster,  that 
in  all  those  years,  you  didn't  want  to  pay  any  at- 
torney's fees  in  these  transactions'? 

A.  I  don't  know  why  I  wouldn't.  If  I  hire  some- 
body, I  pay  the  bills.  Mr.  Taylor  conversed  with 
Jones  and  Bronson.  He  is  the  one  that  conversed 
with  Mr.  Wettrick,  and  with  Mr.  Grill  and  han- 
dled it.  [2926] 

Q.  Out  at  Issaquah,  I  think  you  testified  that 
you  had  an  office 

A.     (Interposing)  :     That  is  right. 

Q.  (Continuing)  :  at  the  Issaquah  Cream- 
ery Company?  And  that  Mr.  Erickson  had  an  office 
next  to  yours?            A.    Yes. 

Q.     And  you  came  in  there  every  morning? 

A.    Just  about  every  morning,  yes. 

Q.     And  stayed  for  an  hour  or  two? 

A.     That  is  right. 

Q.    You  were  there  all  day  Wednesdays? 

A.  Well,  during  a  certain  period,  I  was.  I 
haven't  over  the  last,   oh,  I  would  say,   seven   or 
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eight  years,  stayed  all  day  Wednesday.  I  did  for 
awhile,  but  the  Seattle  business  started  to  need 
more  attention  all  the  time,  and  I — even  part  of  the 
time  come  in  here  on  Wednesday  over  the  last  seven 
or  eight  years. 

Q.  Well,  you  were  at  Issaquah  part  of  Wednes- 
day? 

A.  I  was  there,  started  from  there,  every  morn- 
ing. 

Q.  Mr.  Erickson  was  there  at  Issaquah  when 
you  were  there,  wasn't  he,  at  the  office;  usually? 

A.     That  is  right,  unless  he  took  a  day  off. 

Q.  And  Taylor  was  not  there  except  once  a 
month,  was  he? 

A.  Oh,  I  wouldn't  say  it  was  just  once  a  month. 
I  think  he  stopped  by  there  once  in  a  while. 

Q.  You  said  he  stopped  by  on  his  way  to  his 
summer  place? 

A.  That  is  right;  or  something  special  came  up, 
he  came  out.  I  couldn't  say  it  was  just  once  a  month. 

Q.  No;  but  on  the  average,  in  general,  he  was 
there  only  one  day  a  month,  wasn't  he? 

A.  The  average  definitely  was  more  than  once  a 
month  because  he  always  came  out  one  day  a  month, 
and  the  average  would  have  to  be  more  than  one 
day  a  month,  because  sometimes  he  came  out  more 
than  one  day  a  month. 

Q.  He  came  out  extra  times  usually  in  the  eve- 
ning or  in  the  morning  on  the  way  to  the  summer 
place,  wasn't  it? 

A.     Unless  there  was  some  extra  work  and  he 
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had  some  other  clients  in  Issaquah,  Issaquah  Trans- 
portation, and  Stoneberg  Chevrolet,  and  when  he 
came  to  work  with  those  people,  he  stopxoed  at  the 
Creamery  to  converse  w^ith  Mr.  Erickson  or  me  on 
different  problems   [2928]  that  came  up. 

Q.  But  in  general,  day  after  day,  you  were  there 
with  Mr.  Erickson  and  Mr.  Taylor  was  not  there; 
isn't  that  right? 

A.  That  is  right.  I  was  there  with  everybody, 
not  only  Mr.  Erickson. 

Q.  Mr.  Erickson  was  your  office  manager,  wasn't 
he? 

A.  He  had  charge  of  the  office  under  Taylor's 
supervision. 

Q.     He  was  your  office  manager,  wasn't  he? 

A.  He  was  under  the  supervision  of  Mr.  Taylor. 
All  my  offices  were. 

Q.  I  asked  if  Mr.  Erickson  wasn't  your  office 
manager  ? 

A.  Well,  he  never  took  any  orders  from  me.  He 
got  paid  by  Issaquah  Creamery,  if  that  is  what  you 
mean. 

Q.    Who  owned  this  business? 

A.     I  did. 

Q.     Mr.  Erickson  worked  for  you,  didn't  he? 

A.     That  is  right. 

Q.    He  was  your  office  manager  ? 

A.     That  is  right. 

Q.     He  supervised  the  bookkeeping?  [2929] 

A.    Whatever  part  he  had  in  it.  I  know  that  the 
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girls  in  the  office  there  worked  under  him.  He  gave 

them  instructions. 

Q.  TVell,  the  books  were  kept  there,  weren't  they, 
in  that  office? 

A.  Not  all  of  the  time.  Hicks  Taylor  kept  x>art 
of  them. 

Q.  He  had  the  general  ledger,  but  the  books  of 
account  in  which  entries  were  made  and  receipts 
and  disbursements  Avere  kept  in  that  office  at  Issa- 
quah  ? 

A.  They  were,  I  think,  for  Issaquah  Creamery; 
not  Ali)ine  Hairy,  from  what  I  understand. 

Q.  And  Mr.  Erickson  had  charge  of  the  book- 
keeping ?  A.     That  is  right. 

Q.  He  was  in  charge  of  paying  all  of  the  ex- 
13enses  ?  A.     That  is  correct. 

Q.     He  paid  the  farmers  for  the  milk'? 

A.     That  is  right. 

Q.  He  was  in  charge  of  sending  out  all  the  bills 
to  your  credit  customers'? 

A.  You  are  talking  about  just  those  two  enter- 
prises now?  [2930] 

Q.  I  am  talking  just  about  Issaquah,  or  Issa- 
quah and  Alpine,  but  Issaquah  particularly. 

A.     Yes. 

Q.  Xow,  those  two  enterprises  were  100  percent 
OAvned  by  you,  weren't  they,  one  as  a  proprietor- 
ship and  the  other  a  corporation  in  which  you  held 
aU  the  stock?  A.    That  is  right. 

Q.     So  that  whatever  Mr.  Erickson  did  or  didn't 
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do,  would  eventually  result  in  a  gain  or  loss  to  you, 

wouldn't  it  ? 

A.     There  is  no  question  about  it,  yes. 

Q.  Did  you  ever  talk  to  Mr.  Erickson  while  you 
were  in  the  office,  day  after  day^ 

A.     I  would  think  so. 

Q.     What  did  you  talk  to  him  about? 

A.  Oh,  I  talked  to  him  about  probably  the  buy- 
ing price  of  the  milk.  We  paid  the  producers  twice 
a  month.  And  talked  over  labor  contracts  with  him 
and  probably  checked  over  the — some  of  the,  time 
schedule,  the  time  cards,  of — to  see  how  much  over- 
time was  being  put  in  and  how  much — how  many 
people  we  had. 

Q.  You  say  you  never  talked  to  him  about  the 
books,  though?  [2931] 

A.  Never  talked  to  him,  how  he  kept  the  books, 
no. 

Q.  You  never  talked  to  him  about  who  kept  the 
books  ? 

A.  How  he  kept  the  books,  or  how  he  handled 
it,  no. 

Q.  In  other  words,  you  mean  by  that  you  never 
talked  to  him  about  whether  he  should  have  another 
journal  or  different  kind  of  ledger  cards,  or  some- 
thing like  that? 

A.  I  didn't  even  know  what  kind  of  a  system 
he  had.  He  never  talked  to  me  about  it,  because  he 
never  asked  me  those  questions. 

Q.  But  you  did  talk  to  him  about  what  was  in 
the  books,  didn't  you? 
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A.  Just  about — Avliat  do  you  mean,  "What  is  in 
the  books?" 

Q.  In  talking  to  him  about  the  information  and 
the  figures  that  Avere  going  into  the  books,  or  that 
were  in  the  books? 

A.  I  don't  think  I  have  talked  to  him  about  any- 
thing that  weiit  into  any  of  his  l)ooks.  I  told  you 
I  talked  to  him  a])out  the  milk  pricing,  and  I  talked 
to  liim  about  the  labor  and  about  the  tune  cards. 
I  never  asked  him  how  he  handled  any  of  his  books, 
what  he  [2932]  entered  or  what  he  did  not  enter, 
or  how  he  handled  it.  He  never  asked  me,  and  I 
never  answered  those  questions. 

Q.  Did  you  ask  Erickson  for  figures  on  pur- 
chases ? 

A.  I  asked  Erickson  for  figures  on  purchases 
when  Taylor  came  out.  I  didn't  only.  A  lot  of  tunes 
I  didn't  ask  him ;  he  made  it  up  himself,  and  when 
Taylor  got  through  with  his  figures,  he  would  come 
in  and  give  us  some  unusual  large  purchase  that 
maybe  would  affect  the  profit  and  loss,  and  he  talked 
to  Taylor  and  I  about  it. 

Q.  Is  that  tlie  only  time  you  would  talk  to  Mr. 
Erickson  about  the  amount  of  purchases? 

A.     That  is  the  only  time,  yes. 

Q.  Mr.  Erickson  would  have  to  get  the  purchases 
oft*  of  his  books,  wouldn't  he? 

A.  I  would  say  he  would  have  to  prepare  them 
for  Taylor. 

Q.  He  would  have  to  get  them  off  of  his  books, 
wouldn't  he? 
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A.     I  would  guess  that  is  where  they  are,  yes. 

Q.  Likewise,  when  you  asked  him  for  figures 
from  sales,  you  would  have  to  get  them  off  the 
books? 

A.  Well,  I  would  say  he  had  to  get  some  of  them 
[2933]  from  Hicks  Taylor,  because  Hicks  Taylor 
had  the  sales  of  Alpine  Dairy. 

Q.  You  say  he  would  not  get  the  sales  figures 
from  the  books? 

A.  I  don't  know.  You  have  to  ask  him.  He  will 
maybe  tell  you.  I  don't  know  where  he  got  the  sales 
figures. 

Mr.  Keesling:  May  I  ask  Counsel  to  designate? 
He  is  talking  about  "the  books".  Alpine  or  Issa- 
quah?  It  is  hard  to  follow  the  question  when  he 
says  "the  books". 

Mr.  Le  Sourd :    Vv^e  are  talking  about  Issaquah. 

Mr.  Keesling:  He  started  out  to  talk  about  Issa- 
quah, and  in  the  last  question,  I  think  the  two  com- 
panies  

Mr.  Le  Sourd:  (Interposing)  We  will  confine 
it  to  Issaquah. 

Q.  (By  Mr.  Le  Sourd)  :  Did  you  say  he  did  get 
the  sales  figures  from  the  books? 

Mr.  Griffin:    He  didn't  say  that. 

A.  I  v/ouldn't  know  where  he  got  it.  You  would 
have  to  ask  him.  He  told  me  he  got  sales  figures.  I 
didn't  know  where. 

Q.  (By  Mr.  Le  Sourd)  :  Did  you  ever  ask  Mr. 
Erickson   for  those    [2934]    sales  figures   at   times 
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other   than   when   Mr.    Taylor   was   there,    once   a 

month  ? 

A.  No,  I  wouldn't  think  so.  That  is  the  only 
time  he  came  into  the  question,  just  how  the  sales 
worked  out. 

Q.  You  weren't  interested  from  day  to  day  just 
how  much  you  were  selling? 

A.  No,  that  is  an  impossibility.  He  couldn't — 
I  never  asked  him  from  day  to  day.  It  was  just 
sales  figures  I  got  from  Hicks  Taylor  and  profit 
and  loss  statement,  and  at  the  end  of  the  month, 
but  we  never  had  a  breakdown  of  any  daily  sales. 
You  could  average  it  out  afterwards  if  you  run 
a  thirty-day  a  month  and  work  out  the  daily  sales. 

Q.  Did  you  ever  ask  Erickson  what  your  gen- 
eral balance  was? 

A.  Well,  he  told  me,  too,  when  we  was  over- 
drawn. 

Q.  Did  you  ever  ask  Erickson  about  particular 
checks,  or  did  Erickson  ever  ask  you  about  certain 
checks,  w^hether  to  charge  them  off? 

A.  No,  I  think  he  told  me  when  so  many  checks 
came  in,  larger  ones  especially,  on  the  accounts  that 
I  watched  the  collection  on,  but  he  didn't  tell  me 
anything  about  he  handled  it  on  his  books,  if  N.S.F. 
went  back  to  the  account  or  how  we  handled  it.  He 
just  told  [2935]  me  if  we  had  N.S.F.  checks,  if  it 
was  a  large  account,  and  to  get  hold  of  tlie  pur- 
chaser and  tell  tlicnn  the  check  bounced. 

Q.     Did  he   ever  ask  you   about  particular   ac- 
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counts,  whether  he  should  charge  them  off  or  try 

to  collect  them'? 

A.  No,  I  think  Miss  Neukirchen  handled  the 
credits  there  most  of  the  time,  and  she  is  the  one 
that  would  tell  me  if  an  account  didn't  pay.  Just 
like  I  say,  out  at  Issaquah  Creamery,  maybe  the  six 
large  accounts  was  fifty  percent  of  our  business, 
or  seventy-five  percent  of  our  business,  and  it  was 
the  large  accounts  I  handled  and  she  would  call  it 
to  my  attention  if  a  large  account  didn't  pay  out 
in  a  30-day  limit. 

Q.  You  would  tell  her  whether  she  should  charge 
them  off  or  continue  to  collect  it? 

A.     I  never  told  her  to  charge  them  off. 

Q.     What  would  you  tell  her  about  that  account? 

A.  I  told  her  to  tell  me  when  the  guy  didn't  pay 
me  and  I  went  after  him,  either  cut  him  off  on  his 
supply,  or  the  check  came  in. 

Q.  When  you  had  a  l:)ack  account  and  were  not 
able  to  collect  it,  and  it  vrent  on  for  a  long  time, 
what  did  you  tell  her  to  do  with  it?  [2936] 

A.     She  didn't  handle  that  part. 

Q.     AVho  handled  that  part? 

A.  Taylor  and  Harold  Erickson,  and  if  we  had 
some  particular  accounts  that  quit  buying  from  us 
and  we  couldn't  collect,  I  turned  it  over  to  attorneys 
for  collection,  or  the  Credit  Men's  Association.  I 
don't  know,  I  didn't  have  anything  to  do  with  that 
part. 

After  the  account  went  awhile,  and  they  couldn't 
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pay  the  bill,  Mr.  Erickson  and  Mr.  Taylor  decided 

what  to  do  with  the  account. 

Q.  Mr.  Erickson  and  Mr.  Taylor  would  advise 
without  consulting  you  whether  an  account  was  bad 
and  should  be  charged  off? 

A.  Well,  if  the  account  was — until  it  had  to  be 
charged  off,  they  w^ouldn't  consult  me  about  it. 

If  the  account  didn't  pay,  and  we  couldn't  get  it, 
we  cut  the  supply  and  they  decided  if  they  was 
going  to  try  to  keep  it  up  or  if  they  was  going  to  go 
ahead  and  turn  it  over  for  collection. 

Q.  I  thought  you  were  the  man  in  touch  with 
the  customers  in  handling  the  credit? 

A.  I  was  in  touch  with  the  customer  until  the 
customer  couldn't  pay  the  bill,  and  I  was  the  one 
that  brushed  him  up  to  try  to  get  him  to  get  the 
money  on  a  [2937]  certain  day,  but  you  are  asking 
me  about  customers  that  went  sour  and  wouldn't 
pay  his  bills,  and  we  had  to  cut  him  off,  and  you 
asked  me  if  I  knew  anything  about  taking  accounts 
off  of  the  books  or  turning  an  account  over  for 
collection. 

I  didn't  have  anything — I  never  talked  to  any- 
body about  them. 

Q.  How  would  Mr.  Erickson  know  he  couldn't  col- 
lect from  a  customer  without  asking  you  about  it? 

A.  He  would  ask  me  about  it.  He  could  tell  if 
it  didn't  come  in,  and  I  would  tell  him. 

Q.  He  would  ask  you  then  if  it  was  collectible 
or  not? 

A.     He  asked  me  if  the  account  was  any  good  or 
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not.  That  only  came  \q)  on  the  year-end  when  Mr. 

Taylor  finished  up  his  year-end  statement. 

Q.  Now,  all  these  things  we  have  been  talking 
about  are  matters  that  are  in  the  books,  is  that 
right  ? 

A.  Yes,  I  would  think  so.  They  must  have  kept 
the  accounts  in  the  books,  yes. 

Q.  When  you  say  you  never  talked  to  Mr. 
Erickson  about  the  books,  you  don't  mean  that 
you  didn't  talk  to  him  about  the  figures  in  the 
books  ? 

A.  I  didn't  talk  to  him  about  the  figures  in  the 
books.  You  asked  me  about  some  of  the  accounts 
that  [2938]  couldn't  pay  their  bills,  and  I  think  I 
answered  you  correctly  on  that.  If  you  ask  me  the 
question  if  I  knew  anything  about  his  bookkeeping 
practice  or  what  he  done  as  far  as  his  figures  in  the 
books  was  concerned,  I  have  to  say  I  don't  know 
anything  about  it.  I  never  talked  to  him  about  those 
figures  in  the  books. 

Q.  You  had  a  vital  interest  in  the  figures  in  the 
books,  didn't  you,  as  far  as  sales,  purchases,  and 
expenses  ? 

A.  That  is  right,  and  I  got  them  once  a  month 
from  Hicks  Taylor. 

And  you  went  through  a  whole  month  without 
asking  for  any  of  that  information  month  after 
month  ? 

A.  Oh,  yes;  they  couldn't  get  them  together. 
Normally,  to  get  a  monthly  statement.  You  are  talk- 
ing aljout  getting  my  figures  during  the  month. 
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Q.  Yon  talked  to  Erickson  abont  the  gallonage 
of  gasoline  shown  on  the  books,  didn't  you? 

A.  I  told  him  to  check  the  gallonage  against  the 
receipts,  I  think  probably  once  or  twice,  just  to  see 
if  we  was  getting  the  right  amount. 

Q.  The  receipts  you  are  talking  about  wxre  Time 
Oil  Rebates,  aren't  they? 

A.     That  is  right.  [2939] 

Q.  And  once  or  twice  you  talked  to  Mr.  Erick- 
son and  had  him  check  the  gallonage  on  the  books 
against  the  rebates  given  you? 

A.  I  didn't — I  didn't  tell  hmi  to  check  the  books. 
I  told  him  to  check  the  invoices  of  the  Tune  Oil 
Company,  the  invoices  of  the  daily  slips  they  send 
with  the  gallonage. 

Q.  You  considered  the  invoices  as  part  of  the 
books  ? 

A.  Well,  that  is  where  he  had  to  get  his  figures 
from,  the  invoices. 

Q.  Then  you  knew  that  Erickson  was  keeping 
records  of  the  gallons  of  gasoline  used  by  Issaquah 
Creamery,  didn't  you? 

A.  I  don't  think  he  kept  track  of  the  gallonage. 
That  is  the  reason  he  had  to  add  up  the  slips. 

Q.  And  what  did  he  keep  track  of  Avitli  regard 
to  the  gasoline? 

A.  I  don't  know.  You  have  to  ask  Erickson.  I  just 
asked  him  a  couple  of  times  to  give  me  the  amount 
of  gallons,  and  lie  liad  tlio  usual  receiving  slips. 

Q.  So  he  did  liave  invoices  showing  the  gall()ii- 
age  and  the  charge  for  it,  didn't  he? 
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A.  I  wouldn't  know  what  the  amount  on  the  in- 
voice is.  I  know  they  leave  a  delivery  slip  with  the 
[2940]  amount  of  gasoline  that  is  delivered  with 
them.  The  gallonage  of  the  gasoline  that  is  delivered 
to  the  tanks.  What  they  bring  in  on  the  invoice,  I 
wouldn't  know. 

I  wouldn't  have  to  add  it  wj),  if  they  have  the 
gallons  on  the  invoice  at  the  end  of  the  month.  I 
haven't  seen  any  of  those  statements,  but  I  have 
seen  some  of  the  delivery  slips.  In  fact,  I  probably 
signed  some  of  them  if  the  tank  wagon  got  there 
at  the  same  time  I  was  out  in  the  yard. 

Q.  You  know  that  Mr.  Erickson  was  entering 
the  expense  of  the  gasoline  in  the  books,  didn't  you  ? 

A.     I  would  think  so. 

Q.  You  knew  that  the  expense  of  this  gasoline 
was  an  expense  of  the  business'? 

A.     That  is  right. 

Q.  And  when  you  secured  expense  figures  at  the 
end  of  the  month  to  make  your  own  mental  calcula- 
tion of  profit,  you  assumed  that  those  figures  in- 
cluded gasoline  expense,  didn't  you? 

A.  As  far  as  I  was  concerned,  it  included  all 
of  the  expenses. 

Q.  And  you  deducted  all  that  expense  in  arriv- 
ing at  your  estimate  of  profit? 

A.  Well,  it  is  the  expense  that  had  something 
[2941]  to  do  with  the  profit  or  loss,  or  either  one 
of  them. 

Q.  You  knew  that  your  profit  was  being  reduced 
by  the  cost  of  the  gasoline  on  the  books,  didn't  you  ? 
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A.     I  would  say  that  that  is  an  item,  yes. 

Q.  And  you  knew  that  the — that  Taylor  was 
getting  the  figures  for  his  tax  returns  from  these 
books?  A.     That  is  right. 

Q.  And  you  knew  that  the  cost  of  gasoline  was 
reducing  your  profit  on  your  income  tax  return, 
didn't  you? 

A.  I  didn't  think  about  the  income  tax  return. 
I  told  Taylor  the  amount  of  money  I  was  receiving 
from  the  Time  Oil.  I  don't  know  if  he  added  it  into 
the  income  tax  or  not. 

Q.  I  am  asking  you  about  the  cost  of  gasoline 
as  shown  on  the  books  of  Issaquah  Creamery.  You 
say  that  you  knew  it  reduced  the  profit;  is  that 
right  ? 

A.  I  knew  that  anything  you  bought  W'Ould  re- 
duce the  profit,  yes. 

Q.  And  you  knew  that  Taylor  was  taking  the 
figures  from  these  books  for  his  tax  returns? 

A.     That  is  right. 

Q.  So  that  you  knew  that  the  profit  on  the  tax 
return  was  being  reduced  by  the  gasoline  as  shown 
on  the  [29-12]  books  of  the  Issaquah  Company, 
didn't  you? 

A.  That  is  right ;  if  I  didn't  tell  Taylor  about  re- 
ceipts from  Time  Oil,  Taylor  knew  about  it  so  that 
I  did  not  see  how  it  affected  tax  returns  if  he  put 
it  in. 

Q.  Did  you  give  Mr.  Eriekson  the  amount  of 
Time  Oil  rebates  so  that  he  could  enter  it  as  a  re- 
duction of  the  gasoline  expense  ? 
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A.  I  think  the  only  time  I  gave  him  the  slips 
is  when  I  wanted  him  to  check  the  gallonage. 

Q.     Then  your  answer  is  "No,  you  didn't"? 

A.  My  answer  is  during  the  times  I  wanted  him 
to  check  gallonage,  that  is  when  I  wanted  him  to 
check  the  slips. 

Q.     And  that  was  once  or  twice  ?  A.    Yes. 

Q.  And  other  than  that,  you  did  not  give  Erick- 
son  the  amount  of  rebate  of  the  Time  Oil  Company 
so  that  he  could  reduce  his  figures  by  that  much? 

A.  I  didn't  figure  I  had  to  give  it  to  Erickson. 
I  gave  it  to  Taylor. 

Q.  Then  you  permitted  the  books  to  show  larger 
gasoline  expense  than  was  incurred? 

Mr.  Griffin:  Objected  to  as  argumentative.  He 
said  he  didn't  know  what  the  books  shov/ed.  [2943] 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Le  Sourd)  :  In  regard  to  giving  this 
information  to  Taylor,  how  often  did  you  talk  to 
Taylor  about  Time  Oil? 

A.  I  talked  to  him  about  the  original — when  the 
original  deal  was  made,  and  I  w^ould  say  I  talked 
to  him  three  or  four  times  a  year. 

Q.  Three  or  four  times  a  year  you  talked  about 
Time  Oil? 

A.  Well,  that  is  right.  Talked  to  him  about  it 
wlien  they  increased  the  percentage  and  I  asked  him 
a])out  it  when  we  first  started,  if  there  was  anything 
wrong  about  it,  and  he  said  "No". 

Q.  How  many  times  was  the  percentage  in- 
creased? A.     I  think  twice. 
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Q.     How  many  years  did  you  get  these  rebates? 

A.  I  couldn't  tell  you  offhand.  I  think  the  rec- 
ords from  Time  Oil  should  show  it. 

Q.  You  got  them  all  through  this  period,  1945 
to  1949,  didn't  you? 

A.  I  wouldn't  know  if  it  was  all  during  the  five 
years.  I  can't  tell  you. 

Q.     It  was  for  many  years,  wasn't  it? 

A.  Well,  I  couldn't  tell  you  if  it  was  five  [2944] 
years  or  six  or  four. 

Q.  You  talked  to  him  at  the  beginning,  and  you 
talked  to  him  when  the  rate  was  changed,  which 
you  said  was  twice.  In  addition  to  that,  did  you  talk 
to  him?  You  said  three  or  four  times  a  year? 

A.     Three  or  four  times  a  year,  yes,  that  is  right. 

Q.  You  then  have  a  definite  recollection  at  pres- 
ent in  your  own  mind  of  talking  to  him  each  of 
these  times? 

A.     Each  of  these  three  or  four  times? 

Q.     That  is  right. 

A.  I  definitely  gave  him  a  figure  at  the  end  of 
the  year,  what  the  rebate  was. 

Q.  At  the  end  of  the  year,  you  gave  him  a  figure 
for  the  Time  Oil  rebate?  A.     That  is  right. 

Q.  And  that  is  the  total  amount  you  had  re- 
ceived from  Time  Oil  for  that  year? 

A.     I  gave  him  the  ai)proximate  amount,  yes. 

Q.  You  gave  him  an  approximate  amount  ?  Well, 
had  you  kept  records  during  the  year  of  what  you 
received  from  Time  Oil? 
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A.  AYell,  it  was  part  of  my  cash  that  went  into 
my  savings  account.  [2945] 

Q.  Did  you  keep  any  records  of  how  nmch  of 
this  cash  that  went  into  your  savings  account  was 
from  Time  Oil  Company?  A.     No. 

Q.  And  how  often  did  you  receive  these  pay- 
ments from  Time  Oil  Company? 

A.  Oh,  sometimes  they  would  wait  a  couple  of, 
two  or  three  months,  and  sometimes  monthly. 

Q.     You  kept  no  records  ?  A.     No. 

Q.  On  your  deposit  slips,  did  you  mark  this 
particular  deposit  as  being  from  Time  Oil  Com- 
pany? A.     I  just  marked  "cash". 

Q.  You  just  marked  "cash".  At  the  end  of  the 
year  then  you  knew  what  the  amount  was  you  had 
received  from  Tune  Oil  Company  during  the  year? 

A.     I  knew  the  approximate  amount. 

Q.     You  gave  that  amount  to  Mr.  Taylor? 

A.     I  told  him  about  it,  yes. 

Q.     Did  you  give  that  amount  to  Mr.  Taylor? 

A.     I  told  him  about  the  amount. 

Q.     You  told  him  what  the  amount  was? 

A.     I  told  you  "approximate  amount." 

Q.  You  told  him  what  the  approximate  amount 
was  ? 

A.  That  is  right.  I  didn't  keep  track  of  it.  [2946] 
I  knew  what  the  approximate  amount  was  per 
month,  and  he  could  figure  it  out,  what  the  amount 
was  for  the  year. 

Q.  Did  you  tell  him  it  was  an  appropriate 
amount  ? 
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A.  That  is  right,  because  we  didn't  keep  track 
of  it. 

Q.     Did  he  ask  you  for  the  exact  amount? 

A.     No. 

Q.  Did  he  ask  you  why  it  was  not  on  the  books 
of  Issaquah  Creamery  Company? 

A.  No,  he  knew  about  the  original  arrangements 
so  he  didn't  ask  me  about  it.  He  didn't  ask  me  about 
if  it  was  in  the  books  of  Alpine  Dairy  or  not.  I 
don't  know  if  he  put  it  in  there  or  not.  I  can't 
tell  you. 

Q.     Where  did  these  year-end  discussions  occur? 

A.  Most  of  the  time  when  he  asked  me  about  the 
interest,  and  my  sa\T.ngs  account  and  my  donations. 

Q.  In  other  words,  it  was  at  the  time  when  he 
asked  you  if  you  had  any  personal  income  that 
should  be  reported?  A.     That  is  right. 

Q.  And  it  was  at  that  time  you  gave  him  these 
figures?  [2947] 

A.  That  is  when  I  gave  him  the  approximate 
figures  and  told  him  the  approximate  amount  what 
Time  Oil  Company  was  running,  a  certain  amount 
a  month. 

Q.  Did  you  make  any  record  at  that  time  of 
what  the  information  was  you  gave  to  Mr.  Taylor? 

A.  No,  he  came  up  to  the  house,  and  that  is  when 
I  gave  it  to  him. 

Q.  Did  Mr.  Taylor  make  a  record  at  that  time 
of  the  information  you  gave  him? 

A.  I  think  he  marked  it  down,  yes,  on  a  piece 
of  ])aper. 
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Q.  What  kind  of  a  paper  did  he  mark  it  on 
usually  ? 

A.  Oh,  probably  an  envelope  that  he  had  in  his 
pocket. 

Q.  Sometimes  he  put  it  on  the  back  of  his  work- 
ing sheets,  didn't  he? 

A.  He  didn't  have  his  working  sheets  when  he 
went  up  to  lunch  with  me  at  the  house.  He  maybe 
put  it  on  his  working  sheets  afterwards  wiien  he 
got  down  to  the  plant. 

Q.  Then  you  are  definite  in  your  recollection 
that  he  did  not  have  working  sheets  with  him  at 
your  house?  [2948] 

A.  I  am  definite  that  he  didn't  have  his  working 
sheets  or  ledger  or  anything  at  the  house.  He  just 
came  for  lunch  and  we  discussed  the  general  situa- 
tions of  the  different  businesses  up  there,  and  then 
he  went  back  down. 

Q.  You  are  definite  in  your  recollection  that 
when  you  gave  him  these  annual  figures  he  did  not 
have  these  working  sheets  there? 

A.  We]l,  I  am  definite  in  the  recollection  that  I 
never — that  he  never  had  the  working  sheets  up  at 
the  house. 

Q.  Well,  I  am  asking  you  if  you  are  definite  in 
your  recollection  that  when  you  gave  him  these 
figures  he  didn't  have  these  working  sheets? 

A.  Well,  I  am  quit(^  ])ositive  that  he  didn't.  It 
was  on  the  year-end  statements  that  we  talked  about 
those  things  and  most  of  the  discussions  was  up  at 
the  house  when  we  had  lunch. 
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Q.  What  did  you  talk  about  the  other  three 
times  during  the  year  when  you  talked  about  Time 
Oil  Company  with  Mr.  Taylor? 

A.  Oh,  I  told  him  when  we  made  the  switch  to — 
when  Issaquah  Creamery  finally  bought  from  Time 
Oil  and  I  told  him  that  Mr.  Green  wanted  to  get 
business  out  at  Apex  Farms.  [2949] 

Q.  Well,  that  is  twice.  We  have  many  years 
here.  Three  times  a  year.  Is  that  all  you  talked 
to  him  about  it? 

A.  Well,  I  just — I  just  know  that  I  definitely 
talked  to  him  about  it  quite  a  few  times  because 
Mr.  Green  was  putting  on  a  lot  of  pressure  trying  to 
get  the  rest  of  the  business. 

Q.  Then  you  are  not  sure  you  talked  to  him 
three  or  four  times  a  year? 

A.  Well,  I  am  just  as  sure  as  I  talked  to  him 
three  or  four  times  a  year  as  I  would  probably 
talk  to  him  more  than  that  or  less  than  that.  I 
definitely  talked  to  him  quite  a  few  occasions.  You 
pin  me  down  to  three  or  four  times  a  year,  and 
ask  me  how  many  times  in  1945  or  how  many  times 
in  1947.  It  is  just  an  impossibility.  I  know  I  talked 
to  him  about  it.   He  knew  about  it. 

Q.  Mr.  Forster,  you  are  the  one  that  said  three 
or  four  times  a  year. 

A.     Well,  that  is  my  recollection,  yes. 

Q.     That  is  your  recollection? 

A.    Yes,  that  is  right. 

Q.     Throe  or  four  times  a  year? 

A.     That  is  right. 
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Q.  The  fact  is,  Mr.  Forster,  that  you  never 
talked  [2950]  to  Mr.  Taylor  about  Time  Oil  Com- 
pany? 

A.  Oh,  yes;  I  definitely  did.  I  definitely  talked 
to  him  when  I  made  the  original  arrangement,  be- 
cause it  was  changed  from  the  way  Signal  Oil 
handled  it. 

Q.  You  directed  Mr.  Erickson  to  do  many  things 
with  regard  to  the  information  in  his  books,  didn't 
you? 

A.     You  will  have  to  read  that  again. 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  (Continuing)  Well,  I  never  told  Mr.  Erick- 
son anything  how  to  handle  his  books. 

Q.  Didn't  you  direct  him  to  calculate  the  Milk 
Equalization  payments  ? 

A.  Well,  we  handled  the  Milk  Equalization  pay- 
ments. As  far  as  the  pool  is  concerned,  we  consoli- 
dated. T  didn't  direct  him  to  do  that.  He  passed  all 
of  the  figures  to  Mr.  Keck  at  Apex  Farms  about 
the  base  and  it  was  Mr.  Keck  that  figured  out  the 
Equalization  part  for  Apex  Farms. 

Q.  And  that  was  done  under  your  direction, 
wasn't  it?  [2951] 

A.  Well,  it  wasn't  done  under  my  direction.  It 
was  a  part  of  the  deal  we  had  with  Consolidated 
Dairy  products  as  far  as  the  pool  arrangement  was 
concerned,  and  it  was  up  to  Mr.  Erickson  to  calcu- 
late the  ]jase  that  he  got  from  Consolidated.    He 
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got  the  figures  from  Consolidated  Dairy  Products, 
how  much  milk  was  purchased  in  the  base  period, 
but  it  wasn't  under  my  direction. 

Q.  You  were  the  one  handling  the  purchase  of 
the  milk'? 

A.  I  was  the  one  handling  the  purchase  of  the 
milk,  but  this  was  a  bookkeeping  part,  and  didn't 
have  anything  to  do  with  me. 

Q.  It  was  part  of  the  method  of  determining  the 
cost  of  milk,  wasn't  it? 

A.  Oh,  no;  the  part  I  had  to  do  with  was  buy- 
ing the  milk  from  either  individual  producers  on 
the  purchase  of  milk,  the  pricing  of  milk  from 
Consolidated  Dairy  Products  that  the  individual 
dairies  had  to  pay,  and  the  price  we  finally  had  to 
pay,  but  it  didn't  have  anything  to  do  with  the 
calculation  of  the  pool  arrangements. 

Q.     You  say  you  had  nothing  to  do  with  that? 

A.     Not  with  that  part,  no. 

Q.  Were  you  interested  in  those  Milk  Equali- 
zation [2952]  checks? 

A.  I  was  interested  in  the  buying  price  of  milk, 
definitely. 

Q.    And  that  was  part  of  the  price  of  the  milk? 

A.  Well,  if  it  was  part  of  the  price  of  milk  to 
the  different  plants — each  one  of  them  didn't  have 
an  Equalization  check  to  pay  Apex  farms,  they 
would  have  bought  the  milk  cheaper  than  Alpine 
Dairy  but  I  didn't  have  anything  to  do  with  so 
far  as  figuring  it  out. 
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Q.  Well,  the  first  milk  Equalization  checks  came 
from  Apex  Farms?  A.     That  is  right. 

Q.  And  you  only  had  a  partial  interest  in  Apex 
Farms?  A.     That  is  correct. 

Q.  And  you  were  100  per  cent  interested  in  Issa- 
quah  and  Alpine?  A.     That  is  right. 

Q.  So  that  you  would  be  interested  in  getting 
those  checks,  wouldn't  you? 

A.  Are  you  trying  to  infer  that  Apex  paid  more 
for  the  milk  than  they  should  have  because  I  only 
had  67  per  cent  interest  in  it?  [2953] 

Q.  No,  Mr.  Forster,  I  am  not.  I  am  trying  to 
show  that  you  had  a  financial  interest  in  getting 
those  Equalization  checks  into  Issaquah  and  Alpine. 

A.  Well,  I  had  an  interest  in  all  my  businesses, 
not  only  in  those  checks.  I  don't  know  why  you  are 
just  referring  to  the  checks.  I  didn't  do  any  figur- 
ing on  the  deal. 

Q.  But  you  w^ere  interested  in  the  checks, 
weren't  you? 

A.  I  was  interested  that  everything  was  worked 
out  all  right,  yes. 

The  Court:     Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  recess  for  luncheon. 

The  Court  calls  your  attention  to  the  admonition 
given  on  similar  occasions,  and  asks  that  you  heed 
that  admonition  on  this  occasion. 

You  may  now  be  excused  until  1:45. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 
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The  Court:    You  may  step  down. 
The  Witness:    Thank  you. 

(Whereupon,  the  witness  withdrew  from  tlie 
witness  chair.) 
The  Court:     Court  will  recess  until  1:45. 

(Whereupon,  at  12:16  o'clock,  p.m.,  a  recess 
was  had  in  the  within-entitled  and  numl^ercd 
cause,  until   [2954]   1:45  o'clock  p.m.  April  1, 
1954,   at  which   time,   counsel   and   defendants 
heretofore  noted  being  present,  the  following 
proceedings  were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 
Mr.  Moriarty,   did  you  get  out  a  transcript  in 
connection  with  this? 

Mr.  Moriarty:  Yes,  I  think  we  have  it.  It  won't 
come  up  this  afternoon,  but  it  will  come  up  shortly 
after. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 
Mr.  Moriarty :    Yes,  your  Honor. 
Mr.  Griffin :    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  LeSourd. 
Q.     (By  Mr.  LeSourd)  :    Mr.  Forster,  this  morn- 
ing you  testified  that  at  the  end  of  each  year  when 
you  were  giving  to  Mr.  Taylor  information  on  your 
personal  income  items  to  go  in  your  return,  you 
gave  him  amounts  for  the  Time  Oil  Company  re- 
bates. 
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Do  you  wish  to  change  that  testimony  in  any 
way?  [2955] 

A.  No,  I  testified  this  morning  that  I  told  Mr. 
Taylor  when  I  made  the  original  arrangement,  and 
I  told  him  the  approximate  amount  per  month  that 
Time  Oil  rebate  was. 

Q.  At  the  end  of  each  year  you  gave  him  the 
approximate  amount  of  the  Time  Oil  rebates  for 
the  year? 

A.  Not  for  the  year.  I  told  him  what  the  ap- 
I)roximate  amount  i^er  month  was,  and  I  told  you 
I  spoke  to  him  about  it  a  coujjle  of  two  or  three 
times  a  year,  maybe  four  times. 

Q.  Well,  now,  I  understood  you  this  morning 
to  testify  that  you  talked  to  him  only  once  a  year 
about  the  amounts.   What  is  your  testimony  now? 

A.  I  don't — I  told  you  I  recall  of  telling  him 
when  the  original  deal  happened,  and  I  told  him 
afterwards  how  much  per  month  it  amounted  to, 
and  at  the  end  of  the  year  when  he  talked  about 
other  income,  I  told  him  about  one  of  them  was  the 
Time  Oil,  and  I  told  him  approximately  how  much 
it  was  a  month,  and  I  told  him  about  some  of  the 
cash  payments  that  I  had  on  the  farm  until  they 
came  by  check. 

Q.  You  did  at  the  end  of  the  year  tell  him  ap- 
proximately how^  much  the  Time  Oil  rebates  were? 

A.  I  told  him  approximately  how  much  it  was 
per  [2956]  month. 

Q.  Have  you  ever  made  a  statement  under  oath 
to  the  contrary  of  that? 
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A.     I  wouldn't  know. 

Mr.  Le  Sourd:  Mr.  Moriarty,  may  I  have  Mr. 
Forster's  statement  ? 

Q.  (By  Mr.  LeSourd)  :  I  hand  you  this  docu- 
ment, Mr.  Forster,  and  ask  you  if  that  is  your 
signature?  A.     That  is  right. 

Q.     And  that  signature  is  notarized? 

A.    Yes. 

Q.     And  what  is  this  document? 

A.  That  is  the  document  where  I  gave  the  testi- 
mony in  this  building  on  March  8,  1951. 

Mr.  Le  Sourd :  I  think,  perhaps,  we  should  mark 
this  for  identification,  your  Honor. 

The  Clerk:  Defendants'  Exhibit  A-62  marked 
for  identification. 

(Defendants'  Exhibit  A-62  marked  for  iden- 
tification.) 

Mr.  Le  Sourd :    It  starts  with  March  8th. 

Q.  (By  Mr.  LeSourd)  :  Mr.  Forster,  I  will  ask 
you  whether,  on  March  8,  1951,  in  this  Court  House, 
there  being  present  [2957]  yourself,  Mr.  Kachlein, 
Mr.  Brody,  Mr.  Marx,  Mr.  Eppler,  and  a  shorthand 
reporter,  you  did  not  make  under  oath  this  answer 
to  this  question : — or  these  questions, — excuse  me : 

"Question  44:  Did  Sam  Green  ask  you  whether 
you  preferred  to  have  these  rebate  payments  in  the 
form  of  currency,  by  check,  or  credited  to  your 
account  ? 

"Answer:  No,  definite  instructions  was  that  it 
had  to  be  cash  payment  and  I  asked  him  the  reason 
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why,  and  he  said  it  was  certain  arrangements  or 
agreements  among  the  Oil  Companies  that  he 
couldn't  issue  any  checks. 

''Question:  Did  you  ever  give  any  monthly  or 
yearly  figures  on  these  cash  rebate  payments  to 
Hicks  Taylor? 

"Answer:  No.  I  am  sure  I  would  have  if  he  had 
asked  me  for  it.  He  knew  I  was  getting  it,  and  I 
figured  if  he  wanted  them,  he  knew  what  the 
amount  of  the  [2958]  rebate  was,  and  all  he  had  to 
do  was  to  check  the  monthly  gallonage  at  both  Issa- 
quah  Creamery  Company  and  Alpine  Dairy,  and 
he  would  have  gotten  it. 

"Question:  Did  you  ever  mention  these  rebate 
payments  to  Taylor  at  the  time  you  were  giving 
him  other  information  for  preparing  your  annual 
income  tax  returns'? 

"Answer:  I  am  sure  I  mentioned  the  payments 
to  him.  I  did  not  mention  the  amount,  because  I 
did  not  know  the  total  amounts  for  the  year." 

Did  you  make  those  answers  to  those  questions? 

A.  If  that  is  what  it  says  in  there,  that  is  what 
I  did,  yes. 

Mr.  Griffin:  At  this  time,  I  oifer  in  evidence 
Exhibit  A-62  for  the  entire  testimony. 

Mr.  Le  Sourd:  If  the  Court  please,  I  don't  be- 
lieve it  is  relevant  for  the  entire  testimony.  It  is 
used  for  impeachment  purposes.  I  have  no  objec- 
tion to  it  on  the  statements  which  relate  to  the  Time 
Oil  [2959]  which  I  questioned  him  about. 

The  Court:    You  object  to  it  otherwise? 
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Mr.  Le  Sourd:  I  do,  yes.  It  is  largely  self- 
serving  in  character. 

The  Conrt:  The  Court  will  sustain  the  objection. 
If  you  wish  the  portion  in 

Mr.  Griffin:     (Interposing)  Well,  I 


The  Court:  (Interposing)  It  is  in  the  record. 
However,  I  don't  know  that  it  serves  any  purpose 
unless  the  whole  thing  goes  in.  The  Court  will  sus- 
tain the  objection. 

Mr.  Griffin:  I  am  offering  the  entire  testimony, 
the  testimony  of  that  hearing.  As  I  understand,  the 
Court  sustains  the  objection  to  that  and  I  desire 
that  there  be  read  to  the  witness  the  entire  testi- 
mony in  regard  to  the  Time  Oil  sales  then,  rather 
than  an  excerpt  from  it. 

The  Court:  Well,  he  may  read  it  himself,  if  he 
wishes  to,  and  if  he  wishes  to  add  to  his  answer,  he 
may  do  so. 

Mr.  Le  Sourd:  I  will  be  glad  to  read  it.  That 
is,  unless  Mr.  Forster  wants  to  read  it. 

Mr.  Griffin:    I  would  like  to  have  counsel  read  it. 

Mr.  Le  Sourd:    Fine;  all  right.  [2960] 

Mr.  Griffin:    It  begins  with  Question  41.   Oh,  42. 

Mr.  Le  Sourd: 

''Question:  Will  you  describe  rebate  payments 
received  by  you  from  Time  Oil  Company  as  to  how 
they  began,  with  whom  you  discussed  them,  and 
what  3^011  did  Avith  them  after  you  received  them? 

''Answer:  I  can't  give  you  the  exact  year  that 
those  cash  rebates  started  with  Time  Oil  Company, 
but  wo  was  buying  the  gasoline  from  Signal  Oil 
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and  we  was  getting  one  cent  a  gallon  rebate  that 
was  taken  off  the  statement  or  monthly  billing,  and 
Mr.  Sam  Green  from  the  Time  Oil  Company  so- 
licited our  account  and  told  me  that  he  could  make 
me  a  better  deal  on  gasoline  than  I  was  receiving, 
and  he  quoted  one  and  one-half  cent  off  of  the  tank 
wagon  price,  but  he  stipulated  that  discounts  would 
have  to  be  in  the  form  of  cash  payments  once  a 
month.  He  [2961]  also  asked  me  to  sign  a  one-year 
contract,  and  we  placed  the  contract  in  escrow  at 
Peoples  National  Bank,  and  made  arrangements 
that  neither  one  of  us  could  take  the  contract  out 
without  both  of  us  being  present  and  when  I  would 
get  those  cash  receipts,  I  would  deposit  them  in 
my  savings  account. 

"Question:  Did  you  discuss  it  with  Taylor  and, 
also,  if  so,  what  did  you  say  and  what  did  he  say? 

"Answer:  I  am  sure  I  discussed  it  with  Hicks 
Taylor  on  several  occasions  during  the  period  of 
the  cash  discounts  and  his  answer  was  not  to  worry 
about  it. 

"Question: 

Mr.  Griffin:  (Interposing)  That  is  the  omitted 
part. 

Mr.  Le  Sourd:  Now,  is  there  anything  further 
you  want  read,  Mr.  Griffin? 

Mr.  Griffin:    Not  at  this  time. 

Q.  (By  Mr.  LeSourd) :  Mr.  Forster,  before  the 
noon  recess,  we  were  [2962]  talking  about  your  re- 
lationship Avith  Mr.  Erickson  in  the  office.    If  you 
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wanted  to  know  whether  a  certain  bill  had  been 

paid,  would  you  ask  Mr.  Erickson? 

A.     No,  I  would  ask  Miss  Neukirchen. 

Q.  But  you  didn't  call  Mr.  Taylor  in  Seattle 
and  have  Mr.  Taylor  call  Mr.  Erickson  or  Miss 
Neukirchen*?  A.     No,  of  course,  not. 

Q.  If  you  wanted  a  bill  paid,  did  you  tell  Mr. 
Erickson  to  pay  it? 

A.  I  didn't  tell  Mr.  Erickson  to  pay  it.  He  done 
that  as  part  of  his  duty.  He  handled  the  accoimts 
payable. 

Q.     Did  you  ever  ask  him  to  pay  a  bill? 

A.  If  there  was  any  question  about  some  spe- 
cial bills  that  he  didn't  know  anything  about,  he 
might  ask  me  about  it,  yes.  I  probably  asked  Mr. 
Taylor  on  some  of  the  bills,  some  of  the  equipment 
that  he  l^ought  for  the  offices,  if  they  was  all  right, 
and  unless  his  signature  was  on  there,  that  it  was 
okeh  Mr.  Erickson  and  myself  checked  with  Mr. 
Ta3^1or  and  asked  if  he  bought  typewriters,  or  add- 
ing machines,  or  Comptometers,  or  whatever  it  was 
he  bought  for  the  different  concerns. 

Q.  Mr.  Taylor  wasn't  there  from  day  to  day, 
was  [2963]  he? 

A.  No,  but  we  called  MAin  0079  many  times 
during  the  week. 

Q.  How  many  times  would  you  say  you  called 
him?  A.     Taylor? 

Q.    Yes. 

A.  I  told  you  a  couple  of  times  a  day,  or  a 
couple  of  times  a  week;  it  all  depends  on  the  occa- 
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sion  that  would  arise  that  I   should  talk  to   him 

about  it,  or  he  called  me. 

Q.  So  that  you  talked  to  him  several  times  a 
day  ? 

A.  On  occasions,  I  talked  to  him  several  times 
a  day,  yes,  sir. 

Q.     All  for  fifty  dollars  per  month  per  company? 

A.  All  for  fifty  thousand  dollars  during  the  en- 
tire period. 

Q.  Fifty  thousand  dollars  during  twenty  years 
for  about  eight  companies,  is  that  right? 

A.  Well,  it  wasn't  eight  companies  twenty  years 
ago.    It  started  out  with  one. 

Q.  It  was  eight  companies  during  the  period  we 
are  talking  about  it,  wasn't  it? 

A.    Eight  companies  between  1945  and  1949,  yes. 

Q.  And  during  that  period,  Mr.  Taylor  [2964] 
v/as  receiving  about  fifty  dollars  per  month  per 
company,  wasn't  he? 

A.  Well,  I  think  the  figures  show  it  averaged 
up  better  than  that  during  the  1945  to  1949  period ; 
I  think  it  amounted  to  twenty-five  thousand  dollars 
over  the  five  years. 

Q.  Have  you  checked  the  average  that  he  got 
during  that  period? 

A.  I  didn't  check  the  accountants.  All  I  hear  is 
the  figures  that  came  up  in  this  trial  in  the  last 
few  months. 

Q.  If  I  tell  you  it  averaged  about  fifty  dollars 
a  month,  would  you  deny  it? 
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A.  I  couldn't  deny  it,  because  I  wouldn't  know 
if  your  statement  was  correct  or  not. 

Q.  Now,  your  testimony  that  Mr.  Erickson 
didn't  work  under  you  was  not  correct,  was  it? 

Mr.  Griffin:  Just  a  moment.  I  object  to  the 
form  of  that  question.  There  was  no  such  testi- 
mony. 

The  Court:    I  think  the  form  is  objectionable. 

Q.  (By  Mr.  LeSourd  continuing)  :  As  I  recall 
it,  Mr.  Forster,  you  testified  yesterday  or  the  day 
before,  that  Mr.  Erickson  did  not  work  under  you; 
is  that  correct?  [2965] 

A.  Well,  I  was  president  of  the  company,  and 
of  course,  so  did  Mr.  Taylor;  but  Erickson  worked 
under  the  supervision  of  Taylor.  He  didn't  work 
under  my  supervision,  under  me.  He  worked  for 
Issaquah  Creamery,  yes. 

Q.     He  worked  under  you? 

A.  Well,  I  guess  that  at  the  top  if  I  was  presi- 
dent and  general  manager,  I  suppose. 

Q.  And  from  day  to  day,  you  gave  him  direc- 
tions and  instructions  and  requested  him  to  do  this 
and  that  in  the  office,  and  the  other  thing,  didn't 
you? 

A.  Oh,  no;  there  probably  was  days  at  a  time 
that  he  never  got  any  instructions  from  me  about 
anything  that  came  along.  If  there  was  some  spe- 
cial information  I  wanted,  I  asked  him  to  give  it 
to  me;  and  if  he  couldn't  give  it  to  me,  he  told  me 
I  would  have  to  talk  to  Taylor  and  get  it  from 
Hicks. 
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Q.  You  also  testified,  didn't  you,  that  Mr.  Tay- 
lor was  the  overseer  of  the  girls  in  the  Issaquah 
office '? 

A.  Well,  I  didn't  testify  that  he  was  overseer. 
I  don't  think  I  ever  used  that  word.  I  told  you  he 
had  charge  of  all  the  offices,  all  the  work  in  the 
offices,  and  the  different  office  managers,  like  [2966] 
Mrs.  Wilcox,  or  Mr.  Erickson,  or  Mr.  Keck  worked 
under  Hicks  Taylor's  supervision,  and  the  fellow  I 
looked  to  was  Hicks  Taylor  to  handle  it.  I  don't 
think  I  used  the  word  "overseer,"  but  if  that  is 
the  word  you  care  to  use 

Q.  (Interposing)  That  is  what  I  remembered, 
Mr.  Forster.  A.     All  right. 

Q.  Actually,  Mr.  Erickson  was  the  overseer  of 
the  girls  in  the  Issaquah  Office,  wasn't  he*? 

A.  As  you  go  up  the  ladder,  he  was  the  overseer 
of  the  girls  and  Mr.  Taylor  was  the  overseer  of 
Mr.  Erickson. 

Q.    You  were  not  the  overseer  of  Mr.  Erickson? 

A.     No,  I  wasn't. 

Q.  Mr.  Erickson  from  time  to  time  put  checks 
for  business  receipts  and  cash  on  your  desk,  didn't 
he? 

A.  Well,  I  remember  checks.  I  don't  know  if 
Mr.  Erickson  ever  handled  the  cash  or  not. 

Q.  Mr.  Erickson  or  the  girls  under  him  put 
cash  on  your  desk?  A.     That  is  right. 

Q.     And  checks?  A.     That  is  right.  [2967] 

Q.  Including  business  receipts  for  Issaquah  and 
Alpine  from  the  Apex  Farms  ? 
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A.     That  is  correct. 

Q.  And  business  receipts  from  Finstad  and  Ut- 
gard?  A.     That  is  right. 

Q.  And  business  receipts  from  Consolidated 
Dairy  Products?  A.     That  is  right. 

Q.     Business  receipts  from  Renton  Ice? 

A.     That  is  right. 

Q.     Business  receipts  from  the  Arctic  Gardens? 

A.  Well,  I  think  most  of  the  time  those  checks 
from  Arctic  Gardens  was  brought  out  by  Mr.  Tay- 
lor. He  came  out  to  go  over  the  books,  and  Mr. 
Taylor  gave  me  those  checks. 

Q.    You  got  those  from  Mr.  Taylor? 

A,  I  think  most  of  them.  I  don't  know  if  he 
mailed  any  of  those,  or  not,  but  I  know  I  can  recall 
times  when  Mr.  Taylor  gave  me  those  checks  direct 
when  he  came  out  on  a  Saturday  for  the  month 
previous. 

Q.  These  were  checks  for  truck  expenses  and 
the  like? 

A.  These  was  the  checks  for  some  of  the  labor. 
We  handled  the  labor  out  of  the  Alpine  Dairy  for 
the  [2968]  truck  drivers  that  drove  the  frozen  food 
truck,  and  I  think  probably  there  was  some  gaso- 
line included,  and  maybe  some  mileage. 

Q.  Just  like  the  invoices  we  introduced  here  in 
evidence?  A.     That  is  right. 

Q.  I  don't  know  if  you  saw  them  or  not,  Mr. 
Forster;  and  there  were  business  receipts  from 
Holly  and  Amalgammated  Sugar  Companies,  put  on 
your  desk?  A.     There  were  discounts. 
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Q.    Discounts  % 

And  business  receipts  from  the  Casein  Company'.^ 

A.     That  is  right. 

Q.     Business  receipts  from  Morrissey? 

A.  Well,  that  is  a  sugar  company  you  men- 
tioned. 

Q.     Is  iti  I  am  sorry.  , 

Now,  as  I  recall  your  testimony,  it  is  simply  that 
Mr.  Erickson  told  you  he  had  no  place  in  the  books 
to  enter  these? 

A.  That  is  right;  he  said  it  was  odds  and  ends 
like  I  remember,  the  gasoline  deal,  we  wasn't  sell- 
ing any  gasoline  so  that  he  didn't  have  any  place 
to  handle  it,  any  place  to  put  it. 

Q.  Did  he  tell  you  that  every  time  he  put  a 
check  on  your  desk?  [2969] 

A.  No,  he  mentioned  that  on  different  transac- 
tions, if  a  check  came  in,  that  I  never  seen  before, 
I  asked  what  it  was  for,  and  that  is  the  answer 
I  got. 

Q.  In  other  words,  when  he  first  put  an  Apex 
Farm  check  on  your  desk,  he  talked  to  you  about 
it,  and  from  that  time  on,  he  just  put  them  on 
your  desk? 

A.  Most  of  the  time,  it  wasn't  on  the  desk  but 
in  the  desk. 

Q.     Well,  in  the  desk?  A.     That  is  right. 

Q.     Tie  just  talked  to  you  about  it  the  first  time? 

A.     Yes,  I  would  think  so. 

Q.  And  I  believe  you  testified  that — did  you — 
that  when  the  cash  was  put  on  your  desk  for  these 
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cash  sales,  Mr.  Erickson  told  you  that  he  was  not 

running  it  through  the  cash  sales  1 

A.  I  don't  think  I  have — I  testified  to  that.  In 
the  first  place,  they  didn't — nobody  in  the  office, 
even  Miss  Neukirchen,  ever  told  me.  If  they  didn't 
take  those  items  and  run  it  through  the  sales,  well, 
they  didn't  tell  me  that  they  didn't  keep  track,  if 
they  marked  it  down. 

Q.  Haven't  you  made  the  statement,  either  by 
testimony  here  or  under  oath  to  the  Agents,  that 
when  [2970]  those  cash — that  cash  was  put  on  your 
desk,  you  were  told  that  they  were  not  being  run 
through  cash  sales'? 

Mr.  Griffin:    I  object  to  the  form  of  the  question. 
If  it  is  impeaching,  time  and  place,  and  to  whom? 
(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  LeSourd  continuing)  :  Referring, 
Mr.  Forster,  to  Defendants'  Exhibit 

The  Court:  (Interposing)  You  withdraw  the 
last  question? 

Mr.  Le  Sourd:  I  will  withdraw  it,  yes,  your 
Honor. 

Q.  (By  Mr.  LeSourd  continuing)  :  Referring  to 
Defendants'  Exhibit  A-62,  the  same  testimony  that 
you  identified  your  signature  on  a  few  minutes  ago, 
and  also  on  March  8,  1951,  before  the  same  indi- 
viduals that  I  named  previously,  I  will  ask  you  if 
you  did  not  make  the  following  answer  to  the  fol- 
lowing questions: 

Mr.  Griffin:     Number? 

IMr.  Le  SoTird  :    109,  Mr.  Griffin. 
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Q.  (By  Mr.  LeSourd  continuing):  "Question: 
What  did  you  do  [2971]  with  the  money  accom- 
panying the  sales  tickets^ 

"Answer:  I  deposited  the  money  in  my  savings 
account.  I  felt  as  long  as  the  money  was  loose,  and 
they  w^ere  not  running  it  through  the  cash  sales, 
I  knew  that  it  was  in  a  safe  place,  and  I  could 
produce  it  when  it  was  needed." 

Did  you  make  that  answer  to  that  question? 

A.     (Witness  nodded  in  the  affirmative.) 

Mr.  Griffin:  If  the  Court  please,  it  is  not  im- 
peaching in  any  sense. 

The  Court:  It  may  not  be  directly  impeaching. 
There  may  be  some  inference,  and  I  think  it  is  a 
matter  that  may  be  left  with  the  July,  and  the 
Court  will  overrule  the  objection. 

Q.  (By  Mr.  LeSourd) :  You  knew  then,  Mr. 
Forster,  that  this  cash  was  not  being  run  through 
the  cash  sales'? 

A.  At  the  time  I  was  questioned  by  Mr.  Eppler 
and  Mr.  Marx,  they  kept  trying  on  to  impress  me 
that  it  was  quota  sales,  that  we  was  selling  more 
quota  than  we  was  allowed  to,  and  as  far  as  I  knew, 
those  slips  wasn't  set  up  as  far  as  the  quota  sales 
was  concerned.  I  still  don't  know  today  if  the  cash 
sales  [2972]  or  the  checks,  was  run  through  before 
they  got  on  my  desk.   I  don't  know. 

If  I  make  that  statement  there,  I  think  originally 
both  Mr.  Eppler  and  Mr.  Marx  tried  to  tell  me  and 
to  have  me  be  imder  the  opinion,  or  try  to  go  ahead 
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and  inform  me,   that  we  was  running  over-quota 

mix,  and  I  knew  that  wasn't  so. 

Now,  they  probably  have  me  mixed  up  on  the 
deal,  but  so  far  as  I  knew,  that  is  the  only  reason 
those  cash  slips  were  held  out.  They  Avasn't  held 
out  for  any  other  reason  except  to  try  to  keep  away 
from  that  freezing  of  that  mix  that  we  had  a  quota 
on,  which  we  didn't  have  a  freezing  quota. 

The  minute  we  got  the  O.K.  from  Washington 
that  we  could  take  that  mix  and  freeze  it  and  sell 
it  as  ice  cream,  that  stopped.  That  is  my  explana- 
tion as  far  as  I  can  recall  it. 

Mr.  Griffin:  If  the  Court  please,  I  offer  Exhibit 
for  Identification  A-62  insofar  as  the  following 
question  110  and  the  following  answer  110  are  con- 
cerned involving  this  particular  matter. 

The  Court :    Do  you  wish  to  read  it  ? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Le  Sourd:     I  have  no  objection. 

Mr.  Griffin:    Question  110:  [2973] 

"How  did  you  know  that  this  money  was  not  in- 
cluded in  the  cash  sales  if  you  never  asked? 

"Answer:  It  is  hard  for  me  to  tell  you  after  they 
put  the  money  for  a  few  days  at  a  time  in  my  desk 
drawer  if  they  run  it  through  the  sales  or  not.  It 
must  be  they  had  some  purpose  in  putting  it  in  my 
desk  drawer." 

Q.  (By  Mr.  LeSourd) :  I  take  it  it  is  your  tes- 
timony now  that  you  did  not  know  it  was  not  run 
through  cash  sales? 

A.     That  is  riorht,  vos. 
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Q.  But  you  did  know  that  the  checks  which  were 
put  on  your  desk  were  not  being  entered  in  the 
books,  didn't  you? 

A.  I  never  testified  to  that,  and  I  still  don't 
know  if  they  was  run  in  the  books  or  wasn't  run 
in  the  books. 

Q.  I  thought  you  said  when  Mr.  Erickson  gave 
you  these  checks,  he  didn't  have  any  place  to  enter 
them  in  the  books'? 

A.     He  said  he  had  no  place  to  put  them. 

Q.  He  said  he  had  no  place  to  put  them,  or  to 
put  [2974]  them  in  the  books? 

A.  That  is  all  that  he  told  me.  If  they  made 
those  slips  out  when  the  checks  came  in,  I  don't 
know. 

Q.     He  had  a  place  to  put  the  checks,  didn't  he? 

A.     That  is  right. 

Q.  In  your  desk ;  but  what  he  told  you  was  that 
he  had  no  place  to  enter  them  in  the  books ;  wasn't 
that  right? 

A.  I  didn't  ask  him.  The  answer  he  gave  me  is 
he  didn't  have  no  place  to  put  them.  I  don't  know 
if  he  meant  to  mark  it  down  or  what.  When  they 
received  the  checks,  they  must  have  made  some 
record  of  it. 

I  didn't  ask  him. 

Q.  What  conclusions  did  you  draw  from  what 
he  told  you  about  when  he  meant  about  having  no 
place  to  put  them? 

A.    Well,  just  that.  I  took  him  at  his  word,  what 
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he  said.    There  was  no  place  to  put  them.   That  is 

why  he  put  them  in  my  desk. 

Q.  Did  you  draw  from  that  that  he  had  no  other 
l^Iace  to  put  the  checks  themselves? 

A.     I  didn't  draw  any  conclusions. 

Q.  And  it  is  your  testimony  that  you  did  not 
know  from  that  that  these  checks  were  not  being 
entered  in  the  books?  [2975] 

A.  That  is  right.  I  don't  know  if  they  kept  a 
record  of  it,  or  didn't  keep  a  record  of  it. 

Q.  You  foimd  out  since,  at  least,  that  they  were 
not  entered  in  the  books,  haven't  you? 

A.  No  question  about  it.  I  found  out  about  a 
lot  of  things  since. 

Mr.  Griffin:  My  objection  is  to  the  form  of  the 
question,  and  the  objection  that  it  is  somewhat  un- 
fair because  on  the  discount  checks,  a  hundred  were 
entered  in  the  books,  as  shown  by  this  record. 

Mr.  LeSourd:  Well,  your  Honor,  they  were  en- 
tered in  the  books  when  written,  but  not  entered  in 
the  books  when  deposited.  They  came  back  and 
should  have  been  put  back  in  income,  and  instead, 
were  put  in  savings  account. 

The   Coui-t:     Do  you  ask  any  action? 

Mr.  Griffin:  I  move  that  both  the  question  and 
the  answer  be  stricken,  so  that  we  can  get  the  true 
facts  about  the  matter,  is  all.  If  he  eliminates  the 
discount  checks,  I  think  the  question  is  proper. 

Mr.  LeSourd:  Well,  for  the  time  being,  I  will 
eliminate  the  discount  checks,  and  withdraw  the 
question  and  ask: 
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Q.  (By  Mr.  LeSourd)  :  Except  for  the  discount 
checks,  you  found  [2976]  out  later  that  these  checks 
were  not  entered  in  the  books,  haven't  you  ? 

A.  That  is  right,  yes.  After  the  accountants  went 
in  and  checked  the  books  and  records  of  the  dif- 
ferent companies. 

Q.  Do  you  know  of  any  reason  why  Mr.  Erick- 
son  wouldn't  have  entered  these  in  the  books  unless 
he  had  been  directed  by  you? 

A.  He  wasn't  directed  by  me  not  to  put  them  in 
the  books.  He  is  the  one  that  told  me. 

Q.  Do  you  know  of  any  reason  why  he  wouldn't 
put  them  in  the  books'? 

A.     I  wouldn't  have  no  answer  for  it. 

Q.  There  were  sales  of  casein  from  time  to  time 
which  were  entered  in  the  books,  weren't  there  ? 

A.  There  was  some  casein  sales  that  were  en- 
tered in  the  books,  yes. 

Q.  So  that  Mr.  Erickson  had  a  place  for  casein 
sales  certainly  in  the  books,  didn't  he? 

A.  I  wouldn't  know  if  he  had  it  before  or  if  he 
had  it  afterwards,  of  if  he  had  it  at  the  time  that 
this  casein  finally  was  disposed  of. 

Q.  Well,  he  did  enter  casein  sales  from  time  to 
time  in  the  books'? 

A.  Well,  we  was  making  casein  for  quite  a  few 
[2977]  years,  and  this  is  the  last  two  shipments  we 
had  that  was  held  over,  and 

Q.  (Interposing) :  So  far  as  you  know%  those 
casein  sales  that  went  into  your  savings  account 
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are  the  only  ones  that  he  did  not  enter  in  the  books, 

is  that  not  right? 

A.  So  far  as  I  know,  that  is  the  only  two  I 
seen. 

Q.  Is  it  your  testimony  that  at  no  time  did  yon 
direct  Mr.  Erickson  to  give  you  the  checks  and 
cash  ? 

A.  So  far  as  I  remember,  I  don't  know  if  at 
any  time  I  told  him  to  try  to  give  me  the  cheeks 
or  the  cash. 

Q.     Nor  ask  him  to  ^ 

A.     Not  as  far  as  I  remember. 

Q.  NoAV,  I  believe  you  testified  that  you  ques- 
tioned Mr.  Erickson  about  the  practice  of  not  eii- 
tering  these  receipts? 

A.    Well,  I  even  told  Mr.  Taylor  about  it. 

Q.  How  often  did  you  talk  to  Mr.  Erickson 
about  it? 

A.  Well,  I  think  I  probably  talked  to  him  the 
time  that  some  of  those  original  checks  came  into 
his  hands,  and  if  he  talked  to  me  about  it  to  start, 
I  asked  [2978]  the  question,  "What  it  was  for?"; 
and  he  said,  "Well,  I  got  no  place  for  this.  I  don't 
know  where  to  put  it,  and  these  are  sales  that  are 
not  a  regular  customer  channel."  And  so  he  gave 
it  to  me. 

Q.  Is  that  the  only  time  you  talked  to  him 
about  that? 

A.     As  far  as  I  remember,  yes. 

Q.    Just  the  one  time? 

A.     Oh,  no;  I  talked  about  different  items  that 
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came  along.  Whenever  he  spoke  to  me  about  it,  or 
even  if  I  seen  the  check  that  looked  strange  to  me 
that  was  in  my  desk,  I  asked  him  about  it,  and  that 
is  when  we  had  the  conversation. 

Q.     And  he  always  told  you  the  same  thing? 

A.    Well,  in  practice,  I  would  say,  yes. 

Q.  Now,  these  checks  and  this  cash  you  depos- 
ited in  your  savings  account  198? 

A.     That  is  right. 

Q.  Did  you  make  any  record  of  your  own  as 
to  the  amount  of  this  income? 

A.  No,  except  those  slips  I  gave  or  showed  to 
Mr.  Taylor  on  different  periods.  I  showed  him  how 
much  money  I  had  in  the  Washington  State  Bank 
or  Peoples  National  Bank. 

Q.    We  will  come [2979] 

A.     (Continuing)  :     But  it  wasn't  segregated. 

Q.  We  will  come  to  that  matter  in  a  little  bit. 
Did  you  believe  that  these  items  were  being  re- 
ported on  your  tax  returns? 

A.     As  far  as  I  knew,  yes. 

Q.  Did  you  believe  that  they  were  in  the  books 
of  Issaquah  Creamery? 

A.  I  told  you  before  I  didn't  know  if  they  was 
reported  or  not  reported. 

Q.  And  how  did  you  believe  they  were  being 
reported  on  the  tax? 

A.  I  told  Taylor  about  the  checks,  and  he  is 
the  one  that  audited  the  different  companies  where 
those  checks  came  from.  He  knew  all  about  Renton 
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and  all  about  Apex  Farms,  and  he  knew  all  about 

Conway. 

Q.  Then,  in  your  belief  that  they  were  reported, 
you  were  relying  entirely  upon  these  conversations 
you  say  you  had  with  Mr.  Taylor  ? 

A.     That  is  right,  yes. 

Q.     Now 

A.  (Interposing)  :  There  was  nobody  ever  told 
me  anything  to  the  contrary,  that  it  wasn't  in  the 
books. 

Q.  Well,  why  did  you  mention  these  items  to 
Mr.  Taylor? 

A.  Why  did  I  mention  it  to  him?  I  wanted  to 
know  [2980]  from  him.  I  asked  him  what  to  do 
about  it,  and  he  told  me  not  to  worry  about  it,  and 
I  told  him  where  I  was  putting  it,  and  he  said, 
"Don't  worry  about  it." 

Q.  From  that,  did  you  take  it  he  was  entering 
them  in  your  return  ? 

A.  I  wouldn't  know.  I  figure  as  long  as  he  knew 
what  I  had,  he  would  enter  them  in  his  return. 

Q.  You  believed — I  believe  you  testified  that  you 
thought  you  had  a  drawing  account  at  both  Alpine 
and  Issaquah?  A.     That  is  right. 

Q.  I  believe  you  said  that  Mr.  Taylor  told  you 
about  your  drawing  account? 

A.     That  is  right. 

Q.  In  talking  about  your  drawing  account  to  the 
Agents  prior  to  trial,  you  didn't  indicate  that  it  was 
Mr.  Taylor  that  told  you;  you  indicated  it  was 
others,  didn't  you  ? 
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Mr.  Griffin:  I  object  to  the  form  of  that  ques- 
tion. 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:  You  are  assuming  something  not  in 
evidence,  Mr.  LeSourd.  [2981] 

Mr.  LeSourd:  That  may  be.  I  will  withdraw  the 
question. 

Q.  (By  Mr.  LeSourd ) :  The  evidence  in  this 
case,  I  believe,  Mr.  Forster,  showed  that  approxi- 
mately twenty-three  thousand  dollars  of  your  own 
I^ersonal  expenses  was  paid  by  Issaquah  Creamery 
Company  during  these  years  and  charged  off  as 
expenses  for  tax   purposes. 

Do  you  recall  how  much  it  was? 

A.     No,  I  wouldn't  know. 

Q.  Would  that  figure  sound  right  from  the  evi- 
dence ? 

A.     I  haven't  the  slightest  idea. 

Q.  You  haven't  the  slightest  idea.  Now,  the  per- 
sonal expenses  that  were  paid,  I  think  you  said 
some  of  the  bills  simply  arrived  at  the  Issaquah 
office? 

A.  That  is  right;  I  would  say  most  of  them.  I 
think  that  is  the  reason  a  lot  of  that  happened  on 
some  of  the  cases  like  the  doctor's  bill,  or  some  of 
those  items. 

Q.  But  other  bills  were  brought  by  you  to  the 
Issaquah  office,  and  given  to  Erickson,  weren't  they  ? 

A.     Well,   there  wasn't  very  many  bills  that  I 
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brought  do^vn  to  Erickson  to  pay.  I  think  some  of 

them  [2982]  was  with  those  pocket  checks  that  I 

had,   and  had  the  stubs  on  there  that  I  marked 

^'personal". 

Q.  In  most  of  these,  you  smijoly  wrote  checks 
yourself  on  your  pocket  check  book  and  made  them 
pa7/able  from  Issaquah  Creamery  Company *? 

A.     No,  I  never  did. 

Q.     I  mean  Alpine'?  A.    Yes. 

Q.  Then  these  personal  expenses  paid  by  Issa- 
quah Creamery  Company  were  all  written  out  by 
Erickson  in  the  office,  were  they? 

A.     I  would  think  so,  yes. 

Q.  And  in  connection  with  those,  did  you  clearly 
bring  to  Mr.  Erickson's  attention  that  they  were 
personal  expenses  and  not  business  expenses'? 

A.  Well,  he  make  out — he  make  out  the  checks 
before  I  ever  seen  the  statement.  In  fact,  I  can't 
recall  of  any  items,  except  that  Television  set  that 
jokingly  I  told  him  to  go  ahead  and  it  should  be 
actual  business  expense — what  place  he  put  it,  under 
plant  expense  or  advertising,  or  what  he  did  with 
it,  I  don't  know.  He  never  tell  me,  and  I  never 
asked  the  question,  but  if  the  bills  came  up  to  our 
home,  we — I  don't  know  of  any  time  I  brought  a 
bill  down  and  told  him  to  pay  it  unless  I  felt  it 
was  a  Company  [2983]  expense. 

Q.  Did  he  ever  ask  you  whether  a  particular 
bill  was  personal  expenses,  or  business  expenses'? 

A.     I  doubt  it. 

Q.     When  you  built  the  bam  on  your  farm,  aiul 
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the  bills  were  paid  by  Issaqnah  Creamery  Company, 

did  you  talk  to  Mr.  Erickson  about  that? 

A.  Well,  of  course,  he  knew  I  was  building  the 
barn,  and  there  was  never  any  question  about  that 
it  was,  the  barn  was,  built,  and  it  was  my  barn, 
and  it  was  going  to  be  on  my  farm.  I  don't  know 
— I  didn't  tell  him  to  charge  it  to  anything  else.  I 
didn't  tell  him  to  put  it  any  place  except  to  make 
out  the  checks,  because  as  far  as  he  was  concerned, 
he  could  keep  track  of  it  better  than  I  could,  and 
I  didn't  have  that  kind  of  money  in  my  personal 
check  account,  and  as  far  as  I  was  concerned,  it 
was  definitely  clear  that  it  was  my  barn  and  it  was 
charged  against  me. 

Q.  You  think  Erickson  clearly  knew  that  it  was 
your  own  personal  expenditure? 

A.  I  don't  think  there  was  any  question  about 
it,  that  it  was  my  personal  expenditure. 

Q.  Did  you  direct  Mr.  Erickson  to  charge  those 
to  business  expenses? 

A.  I  have  never  directed  him  to  charge  any  of 
[2984]  the  checks  to  anything. 

Q.  Do  you  know  of  any  reason  why  he  would 
have  charged  them  to  business  expense  if  he  wasn't 
directed  by  you? 

A.  I  don't  know  of  any  reason  why  he  wouldn't. 
I  don't  know  of  any  reason  why  I  would  tell  him 
to  charge  them  to  business  expense,  when  it  was  a 
barn  being  built  on  my  own  farm. 

Q.     Mr.   Erickson   wasn't   getting   any   financial 
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benefit  from  charging  those  to  business  expenses,  was 

he?  A.     No,  of  course  not. 

Q.     You  were  the  only  one  being  benefited? 

A.  Well,  as  far  as  I  am  concerned,  I  am  the 
one  that  is  getting  hurt.  I  can't  see  where  you  can 
mean  I  got  any  benefit  out  of  it. 

Q.  You  got  a  benefit  out  of  it  on  the  tax  return 
filed  for  you  in  those  years,  didn't  you? 

A.  So  far  as  I  am  concerned.  Hicks  Taylor 
should  have  picked  it  up  and  charged  it  against  my 
drawing  account,  and  that  is  where  I  figured  it 
was  being  done.  I  never  had  any  idea  that  that  thing 
was  charged  against  plant  expense  or  business  ex- 
pense. He  knew  about  the  farm,  and  he  knew  that 
I  didn't  build  it  from  [2985]  my  own  resources. 

Q.    How  did  he  know  about  the  barn? 

A.  Well,  we — during  the  building  of  the  barn, 
we  discussed  it  many  times.  It  took  quite  a  long 
time  to  l:>uild  it,  and  I  know  that  quite  a  few  tunes 
discussion  wasn't  only  do\\m  at  the  plant  and  in  the 
office,  but  it  was^t  was  paii:  of  the  discussion  at 
the  house  when  we  had  lunch,  and  I  can't  give  you 
the  exact  date,  but  since  this  thing  came  up,  both 
Erickson  and  I  believe  that  Hicks  Taylor  went  up 
to  the  farm  with  me,  and  not  only  that,  I  definitely 
know  that  I  invited  him  to  the  bam  dance,  after  the 
bam  was  built.  If  he  came  up  or  not,  I  can't  swear ; 
but  he  knew  the  boys  that  built  the  bam.  It  was 
neighbors  right  across  the  street  from  the  Cream- 
ery, and  Hicks  Taylor  knew  I  built  the  bam.  There 
is  absolutely  no  question  about  it. 
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Q.  And  did  you  tell  him  that  the  expense  of  it 
was  being  charged  to  business  expense? 

A.  I  didn't  tell  him  such  a  thing.  I  didn't  know 
it  was  charged  to  business  expense.  If  you  go  back 
in  some  of  the  statements,  Mr.  LeSourd,  some  of 
the  statements  that  Hicks  Taylor  gave  me — I  don't 
know  just  what  years  it  was,  but  for  many  years 
l)ast,  when  I  had  the  salary  of  twenty-four  thousand 
dollars,  I  [2986]  drawed  less  than  half  of  that 
amount,  and  I  think  we  probably  can  produce  some 
of  those  statements,  and  that  there  is  a  credit  to 
Hans  Forster  of  big  amounts,  twenty-five,  twenty- 
seven,  thirty  thousand  dollars  that  said,  "Hans  For- 
ster", and  I  asked  him  several  times  what  it  was, 
and  he  said  "That  is  the  amount  that  you  haven't 
drawn  on  salary  since  you  have  been  getting  twenty- 
four  thousand  dollars  a  year,"  and  I  always  fig- 
ured that  I  had  a  drawing  account  at  Issaquah 
Creamery,  and  when  he  switched  or  cut  my  salary 
from  twenty-four  thousand  dollars  a  year  in  1940, 
when  we  acquired  Alpine,  to  eighteen  thousand,  he 
is  the  one  that  told  me  about  it.  Not  that  it  meant 
anything,  because  I  didn't  draw  the  full  amount 
anyway,  and  I  asked  why,  and  he  said,  "The  busi- 
ness is  being  separated  and  if  you  cannot  get  along 
on  eighteen  thousand  dollars,  you  will  have  a  draw- 
ing account  at  Alpine  Dairy.  It  will  be  all  yours." 
And  that  is  the  conversation. 

So,  I  am  positive  that  the  understanding  be- 
tween Taylor  and  I  was  definitely  that  I  had  a 
drawing  accoimt  at  both  places. 
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Q.  After  Mr.  Taylor  reduced  your  salary  in 
1940  you  drew  all  of  your  salary  currently,  didn't 
you? 

A.  I  don't  know  if  I  started  to  draw  it  in  1940 
[2987]  or  not,  but  I  know  the  last  years  I  started 
to  draw  it.  Maybe  it  was  1940.  Maybe  it  was  1941. 

Q.  And  these  personal  expenses  of  yours  that 
the  company  was  paying  were  never  changed  when 
you  reduced  your  salary?  A.     No. 

Q.    Were  you  ever  billed  for  them? 

A.     Billed  from  who? 

Q.  By  Issaquah  Creamery  Company  for  these 
personal  expenses  they  were  paying  for  you? 

A.    No. 

Q.  Well,  a  substantial  amount,  like  twenty-three 
thousand  dollars,  did  that  make  you  curious  as  to 
why  you  weren't  paying  these  personal 

Mr.  Griffin:  (Interposing)  I  object  to  the  form 
of  that  question.  There  is  no  evidence  of  twenty- 
three  thousand  dollars. 

Mr.  Le  Sourd:  The  evidence  is  in  the  record 
taken  from  Exhibits  279  and  280. 

Mr.  Griffin:  The  witness  testified  he  didn't  know 
the  amount. 

Mr.  Le  Sourd:    I  will  withdraw  the  question. 

Q.  (By  Mr.  LeSourd) :  Did  you  ever  become 
curious,  Mr.  Forster,  as  to  why  you  were  not  paying 
your  personal  expenses?  [2988] 

A.     Why  I  wasn't  paying  personal  expenses? 

Q.  That  is  right,  that  were  being  paid  for  by 
the  corporation? 
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A.  This  was  odds  and  ends  that  went  down  with- 
out my  knowledge,  and  if  not  charged  against  me, 
I  don't  know.  Those  figures  didn't  come  out,  the 
twenty-three  thousand  dollars,  imtil  the  account- 
ants started  to  get  into  it,  and  I — what  I  under- 
stand, there  is  still  some  question  about  certain 
parts  of  it  being  business  expense,  and  certain 
parts  being  personal  expense.  I  don't  know  enough 
about  it  to  tell  you. 

Q.  I  think  you  testified  that  through  the  years, 
you  handled  yourself  the  relations  with  many  of 
your  companies? 

A.     Quite  a  few  of  them,  yes. 

Q.     Did  you  sell  on  credit  to  some  extent? 

A.  Well,  we  sold — one  of  those  large  customers, 
like  Horluck's,  or  Brehm,  or  Hi-Grade — in  other 
words,  none  of  them  was  cash.  They  was  all  credit. 

Q.  Well,  practically  all  your  business  was  credit, 
wasn't  it;  at  least,  monthly  billing? 

A.  Well,  of  course,  a  lot  of  the  fresh  milk 
operation  was,  and  some  of  it  was  when  the  accounts 
[2989]  bought  tokens  off  the  driver  milk  trucks. 

Q.  Anyway,  you  had  customarily  to  assess  the 
credit  risk  of  a  customer,  didn't  you?  Whether  he 
was  good  for  credit? 

A.  You  mean  I  didn't  have  to  assess  him,  you 
mean 

Q.  (Interposing)  You  had  to  determine  whether 
you  could  sell  to  a  certain  new  customer  on  credit? 

A.  That  is  right.  When  he  didn't  pay  his  bill, 
that  is  when  we  started  to  get  worried  about  it. 
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Q.  Now,  if  a  customer  was  operating  through 
a  cori)oration,  was  there  a  different  credit  risk  than 
if  you  sold  to  him  individually*? 

A.     I  wouldn't  know. 

Q.  You  wouldn't  know  that  if  you  had  an  ac- 
count against  a  corporation,  that  account  was  good 
only  against  the  assets  in  the  corporation? 

A.     I  never  questioned  anybody  about  it. 

Q.  Did  you  ever  try  to  collect  a  bill  against  a 
corporation  ? 

A.  I  never  have.  Maybe  some  of  the  attorneys 
have. 

Q.     But  you  never  have? 

A.     Not  as  an  individual,  no. 

Q.  Did  the  bank  have  you  guarantee  the  loans 
[2990]  made  to  some  of  your  corporations? 

A.  Yes,  I  think  I  signed,  besides  as  president 
of  the  corporation,  signed  as  an  individual,  yes. 

Q.  Did  you  know^  that  the  purpose  of  that  was 
so  that  they  could  go  after  your  individual  assets 
if  the  corporation  couldn't  pay? 

A.     That  isn't  what  they  told  me. 

Q.    What  did  they  tell  you? 

A.  They  told  me,  because  some  of  my  businesses 
was  owned  personally  by  me  and  some  of  it  was 
corporation,  and  that  the  whole  picture  would  have 
to  be  tied  in  together. 

Q.     They  wanted  all  the  assets  behind  the  loan? 

A.  I  would  think  so.  I  would  think  it  was  be- 
cause Alpine  Dairy,  not  being  a  corporation. 

Q.     You  understood,  didn't  you,  Mr.  Forster,  tliat 
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having  property  in  a  corporation  was  not  the  same 

as  owning  it  individually'? 

A.  Well,  I  understood,  so  far  as  I  was  con- 
cerned, where  I  owned  all  the  stock  in  the  company, 
it  was  all  my  own,  and  I  understood  if  I — on  the 
sole  ownership  of  Alpine  Dairy,  I  owned  it  all  and 
I  knew  that  I  only  owned  67  percent  of  the  stock 
at  Apex  Farms,  and  I  knew  I  had  a  half  interest, 
or  50  percent,  in  Simonson  and  Forster,  and  one- 
third  interest  in  Renton,  and  100  [2991]  percent 
ownership  at  Finstad  and  Utgard. 

Q.  And  is*  your  answer  that  you  didn't  under- 
stand that  having  property  in  a  corporation  was 
not  the  same  as  owning  it  individually? 

A.  I  understood  that  as  far  as  I  was  concerned 
when  I  owned  it  all,  all  the  stock,  it  was  all  mine, 
and  if  I  didn't  own  it,  then  it  wasn't  all  mine.  May- 
be you  can  clear  it  up  some.  I  don't  know. 

Q.     No,  I  am  just  asking  you  to  clear  it  up. 

A.  Well,  I  can't.  I  have  given  you  the  answer 
that  I  best  know. 

Q.  I  think  at  one  time  during  this  trial,  you 
testified  that  title  to  certain  property  was  in  your 
name  personally,  rather  than  the  corporation,  didn't 
you'? 

A.  That  is  right.  I  think  this  property,  I  think 
it  was  bought  by  Hans  Forster,  just  like  Alpine 
Dairy  was. 

Q.  In  so  testifying,  were  you  making  a  distinc- 
tion between  what  you  owned  personally  and  what 
the  corporation  owned? 
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A.  Well,  I  won't  make  a  distinction  if  I  didn't 
own  all  the  stock.  I  would  say  I  would  have  some 
responsibility  to  the  other  stockholders,  but  where 
I  owned  it  100  jDercent,  as  far  as  I  was  concerned, 
it  was  Hans  Forster  that  owned  it,  and  there  wasn't 
anj^body  [2992]  else  that  would  have  anything  to 
say  about  it. 

Q.  You  understood  that  the  corporation  paid 
tax  as  if  it  were  a  separate  person,  didn't  you? 

A.  I  knew  that  there  was  certain  tax  that  I  had 
to  pay,  and  a  certain  tax  the  Mrs.  had  to  pay,  and 
a  certain  amount  of  tax  the  corporatii^n  paid. 

Q.  In  other  vrords,  you  understood  that  the  cor- 
l^oration  paid  taxes  separate  as  a  sej)arate  person 
would  ? 

A.  That  is  right.  That  is  what  the  corporation 
tax  was.  I  didn't  even  know  there  was  a  difference 
in  percentage  until  talk  about  sixty-five  percent  and 
55  percent  and  38  percent.  Taylor  knew  those  per- 
centages himself.  I  didn't  worry  about  it. 

Q.  Your  savings  account,  198,  was  your  own 
personal  savings  accomit,  wasn't  it? 

A.     Well,  it  was  in  my  name,  yes. 

Q.    And  it  was  your  own  personal  savings? 

A.  Well,  I  considered  it  as  part  of  my  business, 
just  like  a  bank  accomit  at  Alpine  Dairy,  or  the 
bank  account  at  Issaquah  Creamery  Company, 
whatever  I  owned  solely. 

Q.  Haven't  you  previously  described  it  as  your 
own  i)ersonal  savings  account? 

A.     Well,   between    Hans    Forster    account    and 
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194,  [2993]  to  me  it  was  all  the  same. 

Q.  And  yon  loaned  money  from  that  account  to 
Issaquah  Creamery  Company,  didn't  you? 

A.     That  is  right. 

Q.  And  when  you  did  that,  you  took  a  note  from 
Issaquah  Creamery  Company  for  it? 

A.     That  is  right.  Hicks  Taylor  made  it  out. 

Q.     So  that  it  wasn't  the  same? 

A.  What  do  you  mean,  "It  wasn't  the  same"? 
That  is  what  I  used  that  account  for,  to  loan  money 
to  the  different  corporations  that  I  had. 

Q.  You  took  a  note  from  Issaquah  Creamery 
Company  to  yourself?  A.     That  is  right. 

Q.  So  your  previous  testunony  is  it  was  your 
own  money  from  198  that  you  loaned  to  Issaquah 
Creamery  Company  to  l^e  rej^aid  to  you? 

A.  To  be  repaid  to  go  back  into  savings  ac- 
coimt,  into  194. 

Q.  You  also  charged  Issaquah  Creamery  Com- 
pany interest  on  that  loan,  didn't  you? 

A.  Well,  Hicks  Taylor  made  the  note  out,  and 
lie  is  the  one  that  made  the  arrangement  on  it. 

Q.     xlnd  you  collected  the  interest? 

A.  Well,  he  told  Mr.  Erickson  to  give  me  the 
check  at  the  end  of  the  year,  and  the  interest  went 
into  [2994]  194. 

Q.  If  the  money  in  198  w^as  the  property  of 
Issaquah  Creamery  Company,  it  wouldn't  have  been 
necessary  to  make  a  loan  to  them  on  a  note,  would 
it?  A.     You  mean  194? 

Q.     198  or  194,  wiiichever  it  came  from. 
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A.  If  it  belonged  to  Issaquali  Creamery  Com- 
pany ? 

Q.    Yes.  A.    Well,  there  was  some 

The  Court:     (Interposing)     Is  it  194? 

Mr.  Keesling:    I  think  he  means  198. 

Mr.  Moriarty:    I  think  he  means  198. 

Q.  (By  Mr.  LeSourd  continuing)  :  The  money 
you  took  from  198  and  loaned  to  Issaquah  Creamery 
Company,  if  it  had  belonged  to  Issaquah  Creamery 
Company,  you  wouldn't  have  had  to  make  a  note, 
would  you? 

A.  It  didn't  all  belong  to  them.  Part  of  my 
salary  checks  went  in  there. 

Q.     Part  of  your  salary  checks  went  into  198? 

A.     That  is  right. 

Q.  Now,  when  a  check  came  in  as  a  business  re- 
ceipt to  Issaquah  Creamery  Company,  was  there  a 
diiference  in  whether  it  was  deposited  in  the  Issa- 
quah Creamery  Company  or  in  your  savings  ac- 
count? [2995] 

A.  I  would  think  so.  There  was  two  different 
accounts. 

Q.  What  difference — what  was  the  difference  be- 
tween the  two? 

A.  Well,  one  was  the  account  at  the  Issaquali 
Creamery  Company  and  the  other  was  the  account 
of  Hans  Forster. 

Q.  In  other  words,  if  it  went  into  the  Issaquah 
Creamery  Company,  it  belonged  to  the  corporation? 

A.     It  belonged  to  Hans  Forster. 

Q.     It  belonged  to  the  corporation,  didn't  it? 


I 
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A.     AYell,  I  am  the  corporation. 

Q.     You  owned  the  stock  in  the  corporation? 

A.     That  is  right;  I  owned  the  corporation. 

Q.  If  it  went  into  account  198,  it  was  yours 
without  being  in  the   corporation,   wasn't   it? 

A.     It  was  what? 

Q.  It  was  your  i^roperty  without  being  in  the 
corporation  ? 

A.     It  was  my  property,  either  way. 

Q.  You  understood,  did  you,  Mr.  Forster,  that 
the  various  businesses  that  you  owned  were  separate 
organizations;  businesses  you  owned  or  had  an  in- 
terest in? 

A.  Well,  I  knew  that  was — I  had  a  certain 
amount  [2996]  of  stock  in  certain  corporations,  yes. 

Q.  And  each  of  these  corporations  were  separate 
business  corporations  ? 

A.     It  was  run  separate,  yes. 

Q.  I  think  you  testified,  did  you,  that  you  didn't 
understand  the  effect  of  sales  between  companies? 

A.     I  probably  did,  yes. 

Q.     Well,  what  don't  you  understand  about  it? 

A.  Well,  as  far  as  I  was  concerned,  it  was  just 
book  work.  There  wasn't  anything  else  to  it.  The 
sales  would  be  at  Issaquah  Creamery  Company, 
which  I  owned,  and  Alpine  Dairy,  which  I  owned. 
Certainly,  it  was  just  a  transaction  that  the  book- 
keeping department  was  making. 

Q.  It  was  just  book  work  even  though  they  filed 
separate  tax  returns? 
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A.  So  far  as  I  was  concerned,  it  was  just  book 
w^ork. 

Q.  It  wasn't  book  work,  the  sales  between  Apex 
Farms  and  Issaquah  Creamery  Company? 

A.  Because  I  didn't  own  all  the  stock  in  Apex 
Farms. 

Q.  Yon  had  no  trouble  realizing  the  effect  of 
sales  between  Apex  and  Issaquah?  [2997] 

A.  I  told  you  that  if  I  owned  both  of  the  com- 
panies solely,  as  far  as  I  was  concerned  it  was  just 
book  entries  that  made  the  difference. 

Q.  You  had  no  trouble  realizing  the  effect  of 
sales  between  Apex  and  Issaquah? 

A.  Well,  I  didn't  have  any  trouble  either  way. 
I  didn't — I  don't  know  what  you  mean  by  "effecting 
a  trouble".  I  wasn't  looking  for  any.  The  troubles 
was  coming  without  my  looking  for  it. 

Q.     I  am  just  trying  to  get  the  question. 

A.  I  don't  know  what  you  are  driving  at,  Mr. 
LeSourd,  but  I  gave  you  an  answer,  as  good  as  I 
know  about  it. 

Mr.  Le  Sourd:     It  is  recess  time. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  take  the  mid-afternoon  recess.  The 
Court  calls  your  attention  to  the  admonition  given 
on  similar  occasions,  and  asks  that  you  heed  the 
admonition  given  on  such  occasions.  You  may  now 
be  excused. 

(Whereupon,  the  Jury  retired  from  the  court- 
room.) 
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(Whereuijon,  at  2:46  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  nmnbered 
cause  until  3:02  o'clock,  p.m.,  April  1,  1954,  at 
which  time,  Counsel  [2998]  and  Defendants 
heretofore  noted,  being  present,  the  following 
proceedings  were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 
Mr.  Griffin:     Yes,  your  Honor. 
Mr.  Moriarty:     Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Le  Sourd. 
Q.   (By  Mr.  Le  Sourd) :  Mr.  Forster,  at  one  point 
in  your  direct  examination,  I  was  a  little  confused 
as  to  your  testimony.  Did  you  testify  that  you  had 
never  asked  Mr.  Taylor  for  a  statement  of  your  net 
w^orth  ? 

A.  I  think  I  probably  asked  him  for  a  statement 
of  my  net  w^orth  because  the  banks  asked  me  for 
it,  yes. 

Q.  The  statements  that  Mr.  Taylor  gave  you  of 
your  net  worth,  which  were  given  to  the  bank,  were 
simply  statements  of  the  business  assets  from  the 
books  of  these  various  businesses;  isn't  that  right, 
except  for  a  few  other  figures'? 
A.  Well,  except  for  a  few  other  figures,  yes. 
Q.  And  Government  Bonds  is  one  or  two  other 
figures  in  addition  to  the  business  assets? 
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A.     Yes,  I  would  think  so. 

Q.  They  did  not  purport  to  be  complete  net 
worth  statements  of  all  your  assets,  however,  did 
they^ 

A.  Well,  he  didn't  tell  me  what  it  consisted  of. 
He  made  up  the  statement,  and  that  is  the  reason 
I  guess  Mr.  Donaldson  asked  some  additional  ques- 
tions when  I  signed  the  other  statement. 

Q.  Well,  this  statement  that  you  signed  and  gave 
to  Mr.  Donaldson  from  year  to  year  that  Mr.  Tay- 
lor prepared  did  not  include  all  of  your  assets? 

A.  I  don't  think  it  included  my  home,  or  I  don't 
think  it  included  the  farm. 

Q.  It  didn't  include  your  savings  account,  either, 
did  it? 

A.  I  don't  know  if  it  included  it  in  any  one  of 
them  or  not.  I  couldn't  tell  you.  The  ones  shown 
to  me  yesterday,  or  the  day  before  yesterday,  I 
don't  think  had  the  savings  account  in  it. 

Q.  Why  didn't  you  give  Mr.  Taylor  complete 
information  on  all  of  your  assets  to  file  complete 
net  worth  statements? 

A.  He  never  asked  me  for  it.  He  knew  I  had 
the  savings  account.  He  knew  I  had  both  of  them. 
He  knew  I  had  the  farm.  [3000] 

He  knew  I  was  living  in  the  house  I  had  paid  for. 

Q.  Your  testimony  is,  I  believe,  you  prepared 
financial  statements  of  your  own  as  to  certain  of 
your  assets? 

A.  I  didn't  say  I  made  financial  statements  of 
my  own.   I  said  I  jotted  down  a  few  things  in  my 
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memory  of  certain  investments  I  had  in  certain 
stocks  or  how  much  money  I  had  invested  in  cer- 
tain companies. 

Q.  And  Exhibit  A-61  that  was  introduced  yes- 
terday is  such  a  list?  A.     That  is  right,  yes. 

Q.  This  doesn't  purport  to  be  a  list  of  all  of 
your  assets  1 

A.  It  is  just  what  I  had  in  my  head,  what  I 
remembered. 

It  doesn't — it  doesn't  have  anything  to  do  with 
the  statements  of  different  companies  that  I  re- 
member. It  has  certain  items  that  I  wanted  to  tell 
Taylor  about  from  time  to  time,  and  what  I  had. 
I  don't  think  it  had  anything  to  do  with  any  tie-in 
of  any  statements  that  Mr.  Taylor  made  up,  if  that 
is  what  you  mean. 

Q.  Well,  what  was  your  purpose  in  making  out 
this  list,  A-61?  [3001] 

A.  To  tell  Mr.  Taylor  about  it,  and  letting  him 
know  what  I  had  of  different  stocks,  or  different 
amounts  of  money  I  had  in  there,  in  different  busi- 
nesses. 

Q.  It  was  dated  January  1,  1947.  When  was  it 
prepared?  A.     On  that  date. 

Q.     On  that  very  day?  A.     That  is  right. 

Q.    Was  it  all  prepared  at  one  time? 

A.    I  would  think  so,  yes. 

Q.     On  January  1st,  New  Year's  Day? 

A.  Yes,  I  am  quite  sure  that  is  when  I  made  it 
out.  Mayl)e  it  was  a  couple  of  days  later,  but  I 
doubt  it. 
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If  I  put  the  date  on  it,  that  is  what  I  meant. 

Q.     Where  were  you  when  you  prepared  this? 

A.     I  was  at  home. 

Q.    You  wrote  this  out  yourself?  A.    Yes. 

Q.     In  your  own  handwriting? 

A.    That  is  mine,  yes. 

Q.     How  many  copies  did  you  make? 

A.    I  didn't  make  no  copies. 

Q.     No  copies?  [3002] 

A.  That  is  just  for  my  own  information  and 
Taylor's  information,  so  that  when  we  go  up  to 
Conway  that  is  when  most  of  the  time  we  talked 
about  those  different  investments.  He  bought  the 
same  kind  of  stocks,  and  we  took  up  a  couple  of 
hours  to  drive  up  there,  and  that  is  when  we  talked 
about  it. 

Q.  Has  there  been — were  there  any  additions 
or  corrections  or  alterations  of  that  after  you  pre- 
pared it  on  January  1,  1947? 

A.  I  don't  know  if  those  two  items.  Northwest 
Hotel  Supply,  and  the  other  item  I  wrote  in  after- 
wards or  not;  I  couldn't  tell  you,  but  I  don't  think 
there  was  any  corrections  so  far  as  this  was  con- 
cerned. 

I  think  this  $400  was  an  addition  of  $400  that  I 
loaned  to  pay  grocery  bills  up  or  something. 

Q.  Now,  the  bottom  item,  Harmer,  is  it?  You 
loaned  some  money  to  a  man  named  Harmer? 

A.    Yes,  that  is  Harmer.   He  was 

Q.     (Interposing)  Let's  not  get  int(^  tlie  details. 
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A.  He  was  a  contractor  out  of  Apex  Farms.  He 
was  a  driver. 

Q.     You  made  only  one  loan  to  him? 

A.  Well,  he  sold  his  route  several  times  since 
then,  but  I  don't  know. 

Q.  That  is  in  pencil,  and  the  rest  of  it  [3003] 
is  apparently  ink  or  some  other  type  of  writing. 

Do  you  think  you  added  that  Harmer  later  on? 

A.  I  think  I  probably  put  it  on  right  after  that, 
while  I  had  the  slip  in  my  pocket,  I  carried  it 
around  until  I  made  the  other  one  up,  and  tore  the 
other  one  loose.  I  just  found  this  one,  in  one  of  my 
bureau  drawers  at  home,  and  I  showed  it  to  the 
accountant,  how  I  kept  track  of  some  of  the  items, 
but  whenever  I  made  up  a  new  one,  I  tore  the  old 
one  up. 

Q.  This  Northwest  Supply,  $5,000,  do  you  think 
you  put  that  on  on  January  1,  1947,  or  at  some 
later  date? 

A.  I  think  probably  I  marked  that  down.  It  is 
Northwest  Hotel  Supply. 

Q.     Northwest  Hotel  Supply. 

A.  That  I  had  some  stock,  five  thousand  dollars 
Avorth  of  stock. 

Q.     AVhen  do  you  think  you  put  that  on  the  slip? 

A.  I  think  I  possibly  put  it  on  there  within  a 
short  while  of — after  I  made  up  the  rest  of  it. 
Maybe  it  came  into  my  mind.  I  forgot  to  add  it, 
to  put  it,  into  this  list. 

Q.  Ho  you  have  a  clear  recollection  in  your  mind 
when  [3004]  you  made  any  part  of  this  slip  up? 
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A.  Yes,  I  am  quite  sure  I  made  it  up  January 
1st. 

Q.    You  have  a  clear  recollection  of  that? 

A.  Well,  I  can't  have  no  clear  recollection  for 
seven  years  past,  but  most  of  the  time,  when  I 
put  the  date  do^vn,  I  wouldn't  put  down  January 
1st  if  I  did  it  January  5th.  I  am  quite  sure  I  made 
it  up  then. 

Q.  Do  you  have  a  clear  recollection  as  to  these 
two  items  at  the  bottom,  when  you  might  have  put 
those  on?  A.     No,  I  wouldn't. 

Q.    You  don't  know  about  those? 

A.  No,  I  don't  know  if  they  are  added  into  the 
total,  or  not. 

Q.  Now,  when  did  you  show  this  A-61  to  Mr. 
Taylor?  You  said  you  did,  I  believe? 

A.  I  probably  showed  it  to  him  on  the  way  to 
Conway.  That  is  when  we  talked  about  those  dif- 
ferent stocks  and  different  items  and  different  in- 
vestments that  we  had — was  buying  the  same  stock 
from  Mr.  Jordan,  and  he  probably  told  me  that  if 
he  changed  any  of  his  stocks,  or  probably  told  me 
that  maybe  I  should  try  to  get  rid  of  that  one  or 
get  rid  of  some  other  one. 

Anyway,  we  discussed  about  it  and  discussed  it 
and  [3005]  I  showed  him  those  slips  from  time  to 
time. 

Q.  Would  that  have  been  within  the  same  month 
that  you  made  this,  or  when  would  it  have  been? 

A.  I  think  so.  We  went  up  to  Conway  once  a 
month,  and  I  think  I  probably — I  always  drove  the 
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car  when  we  went  together,  and  I  would  say  that 
I — he  probably  accompanied  me  about  ninety  per- 
cent of  the  time,  nine  times  out  of  ten,  something 
like  that.  That  is  when  we  talked  about  it,  because 
that  is  when  we  had  a  lot  of  time  to  discuss  things 
— a  couple  of  hours  drive.  More  than  that,  actu- 
ally; maybe  three  hours  going  back  and  forth. 

Q.  Do  you  have  a  clear  recollection  of  discussing 
this  particular  statement  with  Mr.  Taylor? 

x\.  Well,  I  have  discussed  all  of  the  statements 
I  made  out  with  him,  and  I  am  sure  there  is  no 
exception  on  that  one. 

Q.  You  have  no  clear  recollection  of  discussing 
this  particular  one? 

A.  I  don't  know  what  you  call  a  clear  recollec- 
tion. Are  you  going  to  tie  me  down  to  a  date  and 
tie  me  down  to  an  exact  time?   It  is  impossible. 

Q.  Well,  I  certainly  want  to  find  out  whether 
you  are  just  assmning  you  talked  to  him,  or  whether 
you  actually  know?  [3006] 

A.  I  am  not  assuming  that  I  just  talked  to  him. 
I  definitely  have. 

Q.  You  have  talked  to  him  as  to  this  particular 
matter? 

A.  I  talked  as  to  that.  That  is  why  I  made  it 
out.  Except  for  Hicks  Taylor,  no  one  else  was  in- 
terested in  it  except  Hicks. 

Q.  Did  you  make  it  out  for  your  own  personal 
use? 

A.  I  don't  know  what  I  would  use  it  for.  To 
kind  of  refresh  my  memory  on  it  when  I  talked 
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those  things  over  with  him,  and  then  I  drove  and 
passed  the  slip  over,  and  he  would  ask  me  about 
this  and  that,  and  he  went  over  it,  and  he  gave  me 
the  slip  back. 

Q.     How  often  did  you  make  out  these  slips? 

A.  Oh,  I  don't  know;  a  couple  or  two  or  three 
times  a  year. 

Q.     Two  or  three  times  a  year? 

A.     I  would  think  so,  yes. 

Q.     Did  they  look  like  this? 

A.  Just  about  the  same  size,  all  of  them,  yes. 
I  just  took  one  of  those  small  scratch  sheets  there 
in  the  desk  up  at  the  house,  and  I  took  the  one  from 
.the  time  before,  and  laid  it  aside,  and  tried  to  go 
through  my  head  if  I  added  anything  or  got  rid 
of  [3007]  some  of  it  and  added  it  up,  and  I  tore 
the  old  one  up  and  put  the  new  one  in  my  pocket, 
in  my  billfold,  and  carried  it  around  until  we  got 
together. 

Q.  And  when  you  made  out  a  new  one,  you  tore 
the  old  one  up?  A.     That  is  right. 

Q.  And  during  the  year  1947,  did  you  make  out 
any  other  slips,  besides  this  one? 

A.  I  am  sure  I  did.  I  think  as  long  as  Hicks 
Taylor  was  associated  with  me,  I  kept  on  making 
those  slips  up,  probably  clear  up,  including  1949 
and  maybe  a  certain  part  of  1950:  I  just  happened 
to  find  this  one. 

Q.  Did  you  make  out  the  slips  at  any  particu- 
lar time  of  the  year?  A.     Not  necessarily,  no. 

Q.     Just  whenever  vou  felt  like  it? 
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A.     That  is  right,  yes. 

Q.  When  would  you  have — or  do  you  recall — 
actually  making  out  a  later  one  in  the  year  1947  ? 

A.  Well,  I  told  you  I  have  made  them  out  two 
or  three  times  a  year,  and  this  is  the  first  of  Janu- 
ary, so  that  there  couldn't  have  been  one  before; 
there  must  have  been  a  couple  of  them  after  that. 

Q.  There  must  have  been  a  couple  of  them 
after  [3008]  that,  before  the  end  of  the  year? 

A.     Before  the  end  of  the  year,  yes. 

Q.     You  destroyed  these  when  you 

A.  (Interposing)  Whenever  I  made  up  the  new 
one,  then  I  destroyed  the  old  one;  except  I  found 
this  one  among  my  papers  in  the  desk.  I  don't 
know  why  I  kept  it. 

Q.     And  this  is  the  only  one  then  in  existence? 

A.  That  is  the  only  one  in  existence,  except 
about  one-half  dozen  photostats,  I  guess. 

Q.     Of  the  same  one?  A.    Yes. 

Q.  Now,  as  a  matter  of  fact,  Mr.  Forster,  it  is 
not  true  that  you  made  these  up  several  times  a 
year,  is  it?  A.     It  is  true. 

Q.     It  is  true? 

A.  Yes.  I  wouldn't  make  the  statement  if  it 
wasn't. 

Q.  Well,  if  you  made  these  up  several  times 
a  year  and  if  you  made  some  up  later  in  1947, 
then  you  wouldn't  have  been  writing  on  this  after 
you  made  up  the  new  one,  would  you? 

A.  Well,  I  have  wrote  on  there,  either  after  I 
made  that  up,  or  maybe  even  a  couple  of  days  later 
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if  [3009]  something  came  to  my  mind,  or  maybe  I 
didn't  finance  Harmer  or  make  his  contract  out  on 
that  record  for  maybe  that  period. 

I  think  probably  that  could  be  checked  when  this 
Harmer  incident  came  along. 

Q.     Yes,  it  can  be  checked.         A.     That  is  right. 

Q.  It  is  your  statement  that  you  put  this  on  a 
few  days  after  January  Ist? 

A.  Well,  I  can't  tell  you  when  I  put  it  down, 
but  I  know  I  made  up  two  or  three  of  them  a  year, 
and  as  far  as  the  Northwest  Hotel  Supply  amount 
is  concerned,  maybe  I  got  it  later. 

Mr.  Le  Sourd :  Mr.  Griffin,  could  I  get  the  record 
of  your  bank  draft  purchases  from  the  Washington 
State  Bank  by  Mr.  Forster?  I  don't  think  it  has 
been  admitted.  I  have  a  photostat  we  can  use. 

Mr.  Brody:     Is  that  the  Government  photostat? 
(Whereu.pon,  attorneys  conferred  at  the  de- 
fense table.) 

The  Reporter:     I  can't  hear. 

The  Court:    Do  you  want  this  for  the  record? 

Mr.  Le  Sourd:    No. 

Mr.  Moriarty:  We  don't  desire  to  have  it  in 
the  record,  your  Honor.  [3010] 

Mr.  Griffin :  You  obtained  this  from  the  Govern- 
ment, I  understand? 

Mr.  Le  Sourd:  Yes.  I  think  we  might  have  this 
identified.  I  will  offer  it  as  an  admission  of  the  de- 
fendant Hans  Forster  prepared  by  his  accountants. 

The  Clerk:  Defendants'  Exhibit  No.  A-63  marked 
for  identification. 
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(Defendants'  Exhibit  No.  A-63  marked  for 
identification.) 

Mr.  Le  Sourd:  Does  the  Government  wish  to 
see  it? 

Mr.  Patten:    No,  we  have  a  copy. 

Mr.  Keesling:  I  object  to  it  only  insofar  as  a 
portion  of  it  is  in  1940.  It  starts  with  1940.  Only 
to  that  portion  which  is  outside  the  Indictment 
years. 

Mr.  Le  Sourd:  I  will  limit  it,  your  Honor,  to 
only  the  portion  within  the  Indictment  years. 

Mr.  Keesling:     Then  I  will  have  no  objection. 

The  Court:  It  is  being  identified  now,  I  under- 
stand, or  you  are  about  to. 

Mr.  Griffin:  I  don't  have  any  idea  if  the  witness 
can  identify  it.  I  am  perfectly  willing  to  take 
counsel's  statement  that  the  Government  provided 
this  to  the  counsel  for  Mr.  Taylor.  [3011] 

Mr.  Moriarty:     From  the  account  there. 

Mr.  Griffin:  In  cooperation  with  the  Govern- 
ment. It  doesn't  need  identification,  as  far  as  I  am 
concerned,  being  a  photostat  of  an  original. 

The  Court:  As  I  understand,  Mr.  Griffin,  you 
say   it   needs   no   identification? 

Mr.  Griffin:    No,  your  Honor. 

The  Court:     Are  you  offering  it? 

Mr.  Le  Sourd:  Yes,  your  Honor,  I  am  offer- 
ing it  as  an  admission. 

The  Court:    Any  objection? 

Mr.    Griffin:     I  am  not  objecting  to  it  at  all.  I 
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do  object  to  counsel's  statement  that  he  is  o:ffering 

it  as  an  admission  of  something. 

Mr.  Le  Sourd:  I  will  Avithdraw  the  statement.  I 
was  merely  explaining  the  basis. 

Mr.  Griffin:     I  have  no  objection  to  it. 

Mr.  Keesling:  I  think  the  first  page  is  entirely 
outside  the  period. 

The  Court:     Is  it  one  dociunent? 

Mr.  Le  Sourd:  It  is  a  stapled  document,  your 
Honor. 

Mr.  Cox :  The  title  of  the  document,  if  the  Court 
please,  includes  the  entire  ten-year  period.  But  the 
offer  is  made  only  to  the  year  1945  through  1949. 

The  Court:  A-63  have  been  offered,  there  being 
no  oJojection  to  that  portion  covered  by  the  Indict- 
ment, it  will  be  admitted  as  to  that  period  only. 

(Defendants'  Exhibit  No.  A-63  admitted  in 
evidence.) 

Mr.  Moriarty:  At  this  time,  may  I  make  the 
statement,  so  that  there  will  be  no  misunderstand- 
ing, that  the  Government's  records  have  been  avail- 
able at  all  times  for  their  inspection. 

Mr.  Cox :  And  it  was  at  our  request  that  we  take 
photostats  of  those  given  to  the  Government  by  Mr. 
Forster,  and  the  only  reason  was  that  the  Court 
preferred  photostatic  copies,  black  on  white.  Since 
ours  was  the  second  run  made,  it  was  black  on 
vdiite.  We.  thoroforo,  oxr'hanG:ed  copies  with  the 
Government  in  case  they  wished  to  offer  it. 

Mr.  Griffin:     I  thought  I  wasn't  objecting. 
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The  Court:  These  statements  are  for  the  record. 
You  may  proceed. 

Mr.  Le  Sourd:     May  I  proceed,  your  Honor? 

The  Court:    Yes. 

Q.  (By  Mr.  Le  Sourd)  :  Referring,  Mr.  Fors- 
ter,  to  Defendants'  Exhibit  A-63,  I  will  call  your 
attention  to  an  item  [3013]  dated  October  8,  1947, 
Charles  M.  Harmer,  $5,215.45.  A.     Yes? 

Q.  And  this  is  an  exhibit  showing  bank  draft 
purchased  from  the  Washington  State  Bank,  Issa- 
quah,  by  yourself?  A.     That  is  right. 

Q.  From  that,  can  you  tell  us  when  you  made 
this  loan  to  Mr.  Harmer? 

A.     It  probably  was  at  that  time. 

Mr.  Moriarty:     Harmer? 

Mr.  Le  Sourd:   Harmer,  H-a-r-m-e-r  (spelling). 

A.     (Continuing)    When  I  got  the  cashier's  check. 

Q.  (By  Mr.  Le  Sourd)  :  That  was  in  October, 
1945?  A.     That  is  right. 

Q.  Well,  now,  if  you  were  making  several  of 
these  slips  a  year,  how  did  it  come  about  that  we 
find  written  on  this  slip  for  January  1,  1947,  the 
item  of  Harmer? 

A.  Well,  I  made  several  slips  every  year.  I  don't 
know  at  what  intervals  or  what  months,  but  most 
of  the  time  when  I  pro])ably  had  some  additional 
contracts,  that  is  when  I  tore  the  old  ones  up.  I 
know  that  I  made  not  just  one  a  year.  I  made  some 
up  [3014]  at  intervals. 

Q.  Here  we  have  writing  on  this  that  was  ob- 
viously after  October,  1947,  isn't  it? 
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Mr.  Griffin:    Objected  to  as  argumentative. 

The  Court:  It  would  appear  to  be  argumenta- 
tive. Objection  sustained. 

Q.  (By  Mr.  Le  Sourd  continuing)  :  Do  you  have 
any  other  explanation  of  why  you  find  this  word 
"Harmer"  and  this  amount  on  the  January  1,  1947 
slip? 

A.  No,  I  Avrote  it — this  is  January  1,  1947 — it 
is  October  and  this  is  January.  I  wrote  it  in  in  pen- 
cil sometime  afterwards. 

Q.  And  this  is  October,  1947,  and  that  is  Janu- 
ary         A.     (Interposing)     That  is  right. 

Q.     (Continuing)     1947? 

A.  That  is  why  I  said  Harmer  contract,  I  don't 
think,  is  added  in  here.  I  think  this  is  without, 
even,  Northwest  Hotel  Supply  for  five  thousand 
dollars.  I  didn't  have — make  it  out  January  1,  or 
July  1.  Whenever  I  felt  like  it,  that  is  when  I 
made  it  up.  Maybe  I  didn't  make  any  more  from 
January  to  October.  Maybe  two  from  October.  It 
all  depends  if  new  contracts  is  going  out  or  new 
stocks  coming  in.  [3015] 

Q.  I  call  your  attention  to  another  item  on  De- 
fendants' Exhibit  A-63,  dated  February  14,  1947, 
Northwest  Hotel  Supply,  Incorporated,  five  thou- 
sand dollars.  Is  that  the  same  item  we  find  written 
in  ink  on  this  slip  for  January  1st? 

A.  That  is  right.  That  was  written  in  after- 
wards. 

Q.     But  it  wasn't 
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A.  (Interposing)  Right  after  I  bought  the 
stock. 

Q.     But  it  wasn't  a  few  days  afterwards? 

A.  You  are  trying  to  have  me  go  back  seven 
years  and  try  to  have  me  give  you  the  time  I  did  it. 

It  wasn't  added  in,  so  I  put  it  in  afterwards. 

Q.  All  I  am  trying  to  do  is  test  the  accuracy  of 
your  statement. 

A.  My  statement  is  accurate.  I  know  I  made  two 
or  three  slips  a  year.  I  don't  know  the  date.  It  was 
for  my  own  information,  and  to  give  to  Hicks  Tay- 
lor whenever  I  had  some  additional  transaction. 
That  is  when  I  marked  it  dowTi  and  carried  it 
around  in  my  pocket. 

Q.  Handing  you  Plaintiff's  Exhibit  124,  which 
is  a  typed  financial  statement  for  March  31,  1947, 
for  Hans  Forster,  and  Defendants'  Exhibit  A-61 
which  is  the  [3016]  January  1,  1947  handwritten 
statement. 

Mr.  Forster  asked  you  about  these  two  statements 
a  day  or  two  ago  ? 

Mr.  Cox:    Mr.  Griffin. 

Mr.  Le  Sourd:     Excuse  me. 

Q.  (By  Mr.  Le  Sourd  continuing) :  Mr.  Griffin 
asked  you  al^out  these  a  day  or  two  ago,  didn't  he? 

A.    Yes. 

Q.  And  he  had  you  read  the  total  net  worth 
from  each? 

A.  Well,  I  didn't  read  all  of  them  down.  He 
just  pointed  out  a  few  items. 
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Q.  And  he  pointed  out  that  the  totals  had  a  rt  la- 
tionship  of  some  kind? 

A.  He  pointed  out  that  the  totals  didn't  have 
any  relationship. 

Q.  So  that  the  two  slips  cover  in  a  good  part 
different  items^  don't  they? 

A.  The  two  statements,  there  is  no  question 
about  it.  This  information  wasn't  taken  off  from 
here.  This  is  the  item  that  I  told  you  I  remembered 
in  my  head  for  the  investments  I  had  in  the  differ- 
ent companies,  or  ditferent  loans,  and  different 
money  in  the  Washington  State  Bank  savings  ac- 
count, and  stocks  [3017]  and 

Q.  (Interposing)  What,  if  any,  record  or  in- 
formation did  you  have  available  when  you  pre- 
pared A-61? 

A.  I  had  the  slip  from  the  previous  times.  I 
don't  know  if  I  had  my  savings  books  on  hand  or 
not.  I  probably  had  a  few  slips  in  my  pocket,  or 
some  information  in  my  notebook  that  I  jotted 
down  and  that  is  where  I  got  some  of  the  informa- 
tion from. 

Q.  Referring  you  to  A-61,  the  item  for  Apex 
Farms,  you  show  $110,000,  don't  you? 

A.     That  is  right. 

Q.  And  referring  to  the  same  item  in  Mr.  Tay- 
lor's typed  statement  for  Apex  Farms,  what  does 
its   show?  A.     $60,749.76. 

Q.  Where  did  you  get  the  figure  for  Apex 
Farms  ? 


United  States  of  America  1301 

(Testimony  of  Hans  Forster.) 

A.  It  is  the  amount  of  money  I  put  into  Apex 
Farms. 

Q.     Were  you  keeping  a  record  of  if? 

A.  That  is  right.  I  kept  those  slips.  I  marked  it 
down,  and  when  I  put  another  ten  thousand  or 
twenty-five  thousand  in  there,  I  marked  it  down. 
That  is  when  I  made  the  slips  out.  It  had  nothing 
to  [3018]  do  with  the  statement  Taylor  made  out. 
I  made  it  out  myself  and  showed  it  to  him  on  those 
intervals  for  the  amount  of  money  I  had  in  certain 
companies  and  as  of  that  time,  I  had  $110,000  in 
Apex  Farms. 

Q.  Now,  Pickering  Mortgage  is  on  A-61,  isn't 
it?  A.     That  is  right. 

Q.    Where  did  you  get  the  figure  for  that? 

A.  I  took  the  Pickering  Mortgage  of  the  date 
from  the  slip — I  got  the  slip  before,  and  I  knew 
the  pajrments  that  he  was  making,  and  I  deducted 
the  payments.  This  is  not  up  to  one  cent  of  a  dol- 
lar correct  figure.  I  just  made  it  for  my  own  in- 
formation and  Hicks  Taylor's  information  and  car- 
ried it  aroimd  in  my  pocketbook  until  I  made  up 
a  new  one. 

Q.  Arctic  Gardens,  v/hat  figure  do  you  have 
there  for  that? 

A.     Twelve  thousand  five  hundred  dollars. 

Q.  Now,  your  investment  in  Arctic  Gardens  was 
only  twenty- four  hundred  dollars,  wasn't  it? 

A.  No,  my  investment  in  Arctic  Gardens  must 
have  been  twelve  thousand  five  hundred  dollars. 
Otherwise,  I  wouldn't  put  it  down. 
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Q.  That  is  different  from  the  figure  on  Mr. 
Taylor's  report,  isn't  it?   [3019] 

A.  Well,  he  got  Arctic  Gardens,  fifty  percent, 
$18,000;  but  that  probably  was — I  can't  see  how  it 
could  be  fifty  percent.  I  know  we  never  made  any 
money.  I  don't  know  where  he  got  the  figure,  but 
I  think  the  original  investment  in  Arctic  Gardens 
was  $12,500. 

Q.  And  you  were  retaining  a  record  of  that  in- 
vestment, were  you? 

A.     Here  is  the  record  I  kept. 

Q.  And  you  kept  these  slips  from  period  to 
period  as  a  record  for  yourself  of  what  your  in- 
vestments were? 

A.  Mot  the  investments;  the  amount  of  money 
I  put  in  different  businesses. 

As  it  happened,  that  Arctic  Gardens  wasn't  worth 
that  kind  of  money,  we  lost  some  money  in  there, 
and  probablv  some  of  the  items — Apex  Farms,  for 
instance,  I  put  $110,000  into  it,  but  according  to 
Mr.  Tnylor  67  percent  was  only  worth  $60,000  so 
T  probably  lost  $50,000  there.  I  made  this  up  just 
for  my  own  record.  I  didn't  make  any  comparison 
with  a  statement,  and  after  I  made  it  up,  I  showed 
it  +o  huu  and  we  discussed  it. 

Q.  T  bolioYo  you  testified,  Mr.  Forster,  that  Mr. 
Taylor  shonlrl  have  rrpm^ted  the  income  that  was 
[3020]  jxoino-  info  your  account  198  because  you 
hnd   told   him   p.liout  it? 

A.  Well,  li'^  l-mow  nbout  mv  nccount  198  and  he 
iT-prnT-  -^iv-i-nf  f->r>  ^oip'co  oF  ppcouTit  198  nnri   ris  far 


United  States  of  America  1303 

(Testimony  of  Hans  Forster.) 

as  I  knew,  that  he  was  reporting  it.  He  never  told 

me  he  didn't. 

Q.  In  what  way  did  you  give  him  the  figures 
that  he  was  supposed  to  report  going  into  198? 

A.  Well,  I  gave  him  the  figures  of  the  account 
at  various  times,  of  the  balance  in  the  account. 

Q.  Well,  in  other  words,  what  you  gave  him 
were  slips  like  this  A-61? 

A.  That  is  right.  I  didn't — I  showed  it  to  him 
and  he  jotted  down  some  notes  and  he  asked  me 
about — when  he  came  up  to  the  house,  about  the 
interest  that  was  marked  down  in  the  different  sav- 
ings bank  books  and  difcerent  incomes,  and  that  is 
what  I  gave  him. 

Q.  Was  there  any  other  way  that  you  gave  him 
information  on  198? 

A.  Well,  the  information  that  he  asked  me, 
whenever  he  asked  me  for  it. 

Q.  Well,  what  else  did  he  ask  you  for;  what 
else  did  you  give  him,  if  anything? 

A.  Well,  he  got  information  when  we  built  the 
[3021]  ice  cream  plant  that  that  $100,000  was  in 
there.  He  got  information  when  Mr.  Hall  wanted 
to  buy  that  piece  of  property  in  Renton. 

Q.  You  mean  by  that,  that  at  those  times  there 
was  a  discussion  of  the  savings  account,  and  per- 
haps some  mention  of  the  amount  in  the  account? 

A.  It  wasn't  "perhaps  some  mention";  it  was 
mentioned. 

Q.    Well,  whatever  it  was.  Did  you  give  him  any 
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information  on  198  other  than  the  balance  in  the 

account  as  shown  in   these  slips? 

A.  The  balance  in  the  accounts  and  the  inter- 
est that  was  marked  down  at  six  months'  periods. 

Q.  That  is  the  interest  on  the  savings  account 
itself?  A.     That  is  right,  yes. 

Q.  But  other  than  giving  him  the  balance  in  the 
account  like  you  have  on  that  slip,  or  the  interest, 
that  was  all  you  gave  him  out  of  198? 

A.  If  he  asked  me  some  other  questions,  I  prob- 
ably gave  him  some  other  ones.  I  just  recollect  that 
kind  of  an  information. 

Q.    You  don't  recollect  any  other  items? 

A.     No,  I  don't. 

Q.  Now,  the  figure  for  the  Washington  State 
[3022]  Savings  Account,  Bank  Account  198,  there 
is  the  balance  of  the  account,  is  it,  on  January  1, 
1947? 

A.     Well,  that  is  what  I  got  down,  $62,602. 

Q.  That  would  be  the  balance  on  that  date,  ap- 
proximately, anyway  ? 

A.  I  would  think  so.  I  don't  know  if  the  interest 
was  added  or  not,  or  if  it  wasn't. 

Q.  I  am  not  asking  you  exactly;  just  generally 
what  that  reports?  A.    Yes. 

Q.  And  each  of  these  statements  that  you  say 
you  showed  to  Taylor  would  show  similar  balances 
in  the  account?  A.    Yes. 

Q.  And  it  is  your  testimony  that  you  believed 
that  Mr.  Taylor  was  reporting  the  business  receipts 
which  you  received  from  Issaquah  and  Alpine — the 
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business  receipts  that  you  received  from  Issaquali 
and  Alpine  and  put  into  198 — that  Mr.  Taylor  was 
reporting  that  by  reason  of  this  information  you 
gave  him?  A.     Not  necessarily. 

Q.     Not  necessarily? 

A.  No.  I  don't  know  if  those  receipts  were  re- 
ported on  the  books  or  not.  I  don't  knov/  if  they 
had  them  on  the  books  or  not,  but  he  knew  the 
amount  of  [3023]  money  I  had  in  those  banks. 

Q.  And  from  that  you  felt  that  he  was  report- 
ing it? 

A.  No;  nobody  ever  told  me  that  those  receipts 
wasn't  reported.  The  only  question  that  ever  come 
up  of  the  amount  was  on  the  quota  deal  on  that 
ice  cream  set-up,  but  nobody  came  and  told  me 
that  they  didn't  have — didn't  keep  any  record  of  it, 
and  I  don't  know  what  records  Hicks  Taylor  got 
from  it.  T  can't  tell  you. 

Q.  I  am  asking  you  why  you  thought  that  Hicks 
Taylor  was  reporting  these  business  receipts,  whe- 
ther it  was  because  you  showed  him  these  figures 
on  198? 

A.  No;  as  far  as  I  knew,  he  knew  everything 
that  was  going  on.  He  knew  everything — how  the 
thing  was  handled,  and  he  knew  about  my  ac- 
counts. 

If  he  wanted  any  extra  information,  I  certainly 
was  willing  to  give  it  to  him. 

Q.  Handing  you  Plaintiff's  Exhibit  55,  Mr. 
Forster,  which  is  a  transcript  of  savings  account 
198,  I  mil  ask  you  to  give  me  the  final  balance  for 
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the  year  1948,  or  the  opening  balance  for  1949; 

either  one? 

A.    You  mean  December  29,  1948? 

Q.     Yes,  I  think  that  is  the  last  one. 

A.     $116,953.08.   [3024] 

Q.  And  I  will  ask  you  to  give  me  the  final  bal- 
ance for  the  year  1949?  A.     $93,974.98. 

Q.  So,  in  the  year  1949,  the  balance  in  your  ac- 
count dropped,  did  it  not?  A.     That  is  right. 

Mr.  Griffin:  May  I  inquire,  did  you  ask  him 
the  balance  to  the  nearest  date,  December,  1946? 

Mr.  Le  Sourd:     No;  December  1948. 

Mr.  Grifan:     All  right. 

Mr.  Le  Sourd:  And  January  1,  1949,  and  end  of 
the  year,  1949. 

Mr.  Griffin:    All  right. 

Q.  (By  Mr.  Le  Sourd).  Exhibits  279  and  280, 
introduced  in  this  case,  Mr.  Forster,  show  that  you 
deposited  a  substantial  amount  in  198,  in  the  year 
1949  of  business  receipts.  That  is  right,  isn't  it? 

A.    Well,  what  do  you  mean,  "here"? 

Q.  No;  by  the  evidence  in  this  case,  you  know, 
don't  you,  that  the  evidence  in  this  case  shows  a 
substantial  amount  of  business  receipts  which  you 
deposited  in  198  in  1949? 

A.  I  wouldn't  know  the  figure.  You  said  ''a  sub- 
stantial amount."  I  suppose  that  is  what  it  is.  [3025] 

Q.     Well,  a  figure  of  $32,500,  I  believe. 

Mr.  Le  Sourd:     May  we  have  279  and  280? 
(Whereupon,  Exhibits  were  handed  to  Mr. 
Le  Sourd  by  the  Clerk.) 
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Q.  (By  Mr.  Le  Sourd  continuing)  :  Rather  than 
take  the  time,  Mr.  Forster,  to  have  you  total  these 
up,  I  will  just  ask  you  to  read  some  of  the  items. 
It  is  Exhibit  280,  showing  Issaquah  Creamery  Com- 
pany net  income,  and  I  will  ask  you  to  read  item 
B-1 ;  that  is  for  the  year  1949. 

A.  Checks  payable  to  Issaquah  Creamery  Com- 
pany not  recorded  in  the  books  of  the  corporation, 
deposited  in  Hans  Forster 's  personal  savings  ac- 
count 198,  $18,583.11. 

Q.  And  I  will  ask  you  to  examine  Exhibit  279, 
which  is  a  computation  of  unrecorded  income  for 
yourself  personally  for  the  year  1949,  and  for  the 
year — we  will  ask  you  to  read  ''E" — to  read  "a", 
small  "a",  for  the  year  1949. 

A.  Cash  discount  paid  to  Hans  Forster  person- 
ally, by  Time  Oil  Company,  $2,562.10. 

Q.  Now,  let  me  ask  you,  Mr.  Forster,  how  you 
expected  Mr.  Taylor,  assuming  that  you  showed  him 
the  balance  in  this  savings  account  at  the  end  of 
1948  and  [3026]  the  balance  at  the  end  of  1949 
showing  a  reduction  in  the  balance,  how  did  you 
expect  him  to  get  these  items  of  income  and  put 
them  in  your  return? 

A.  I  didn't  expect  him  to  get  it  off  of  the  slip. 
He  knew  the  Time  cash  discount.  He  knew  how 
much  I  was  getting  a  month.  That  was  discussed 
many  times. 

Q.  Then  your  evidence  is  now  that  as  to  these 
Inisiness  receipts,  that  you  did  not  give  Mr.  Taylor 
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any  information  from  which  he  could  have  entered 

them  in  your  return  as  to  the  amounts? 

Mr.  Griffin :    Of  course,  that  is  not  his  testimony. 

A.     That  isn't  what  I  told  you. 

Q.  (By  Mr.  Le  Sourd) :  What  is  your  testi- 
mony on  that? 

A.  My  testimony  is  that  Hicks  Taylor  knew 
about  all  the  items  that  went  into  Account  198.  I 
don't  know  if  he  kept  track  of  it  before,  but  those 
items  were  discussed — like  this  check  from  Apex 
Farms — they  were  discussed  like  the  Time  Oil 
Company  was  discussed. 

Q.    You  didn't  keep  track  of  these  items? 

A.  No,  I  didn't  keep  track  of  these  items,  but 
they  all  went  into  198  and  didn't  go  any  other 
place.  [3027] 

Q.  You  didn't,  yourself,  give  him  any  informa- 
tion as  to  the  amounts,  did  you? 

A.  I  told  him  the  monthly  amount  of  Time  Oil 
Company. 

Q.     How  about  the  items  of  business  receipts? 

A.  Well,  checks  from  Apex  Farms,  we  showed 
him  those  checks  when  he  came  to  Issaquah.  He 
kiicv/  what  those  things  were. 

Q.  And  how  about  all  these  other  business  re- 
ceipts: Finstad  and  Utgard,  Renton  Ice,  Casein 
Sales?  Did  you  give  him  figures  on  any  of  those? 

A.    Mr.  Taylor  knew  about  the  casein  sales. 

Q.  Did  you  give  him  the  figures  on  any  of 
those?  A.    I  showed  him  the  checks. 


United  States  of  America  1301) 

(Testimony  of  Hans  Forster.) 

Q.  You  showed  him  each  of  those  cliecks;  there 
was  two  of  them? 

A.  I  definitely  know  that  I  showed  him  the 
first  one,  and  I  expected  him,  after  he  knew  the 
whole  situation,  and  told  me  not  to  worry  about  it, 
that  he  had  a  certain  way  of  picking  them  up  if  he 
didn't  get  the  figures  from  the  records.  I  don't 
know  if  he  got  them  from  the  records  or  not. 

Q.     He  didn't  get  them  from  you,  did  he? 

A.  Which  figures?  The  individual  figures?  I 
[3028]  never  kept  track. 

Q.     The  individual  receipts? 

A.  He  got  it  from  Time  Oil  Company,  and  he 
got  it  on  the  checks  from  Apex  Farms.  I  can't  re- 
call just  exactly  each  individual  item. 

Q.  Were  you  there  when  he  got  it  from  the  Time 
Oil  Company? 

A.  No,  but  I  gave  it  to  him.  I  told  him  the 
amount.  He  knew  about  the  original  arrangement, 
and  he  knew  how  much  it  amounted  to,  and  he 
knew  where  the  money  went. 

Q.  Did  you  give  him  the  figures  on  the  receipts 
from  Finstad  and  Utgard? 

A.  What  do  you  mean,  that  gasoline  ?  I  wouldn't 
know  if  he  got  them  or  not,  but  I  definitely  know 
about  those  other  things.  In  the  first  place,  he  was 
accountant  and  took  care  of  Finstad  and  Utgard 
books,  and  the  same  way  with  x^pex  Farms,  and  the 
same  way  with  Renton.  That  isn't  only  that  he  was 
the  one  that  told  me  if  I  made  out  checks  and  went 
into  a  new  venture  where  to  make  the  check  out  to. 
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He  knew  I  had  money  in  account  198.  It  was  no 
secret.  I  wasn't  holding  anything  back  from  any- 
body. 

Q.  You  wrote  checks  on  Issaquah  Creamery 
Company  and  Alpine  Dairy  both,  didn't  you,  your- 
self? [3029] 

A.  I  never  wrote  any  Issaquah  Creamery  Com- 
pany checks.  I  signed  some  Issaquah  Creamery 
Company  checks,  but  I  never  wrote  any. 

Q.     You  wrote  Alpine  Dairy  checks? 

A.  Just  the  pocket  checks  that  I  carried  around, 
counter  checks  at  Peoples  Bank. 

Q.  And  you  withdrew  money  from  your  sav- 
ings accoimt? 

A.     I  would  say  I  did,  yes,  at  times. 

Q.     ^Yho  kept  track  of  the  balance? 

A.  I  kept  track  of  the  balance  in  that  slip  I 
made  out. 

Q.  But  you  wouldn't  know  what  account  to 
draw  on  without  Mr.  Taylor  from  down  in  Seattle 
telling  you? 

A.  I  wouldn't  know  what  account  to  draw  on 
when  you  draw  out  sums  of  ten,  twenty-five  or  fifty 
thousand  dollars. 

I  am  not  talking  about  five  hundred  dollars,  or  two 
hundred  fifty  dollars;  but  any  big  item,  before  I 
drcAV  on  it,  I  talked  to  Hicks  Taylor  about  it,  and 
the  loans  to  Issaquah  Creamery  Company  to  buy 
butter.  He  knew  I  couldn't  get  it  out  of  the  ground. 
Hicks  Taylor  knew  about  every  transaction  I  had. 
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Q.  And  Hicks  Taylor  had  power  to  cut  your 
[3030]  salary,  did  he? 

A.  I  don't  know  if  he  had  power  or  not.  He 
cut  it. 

Q.     And  he  had  power  to  fix  his  own  salary? 

A.     That  is  right. 

Q.  And  he  told  you  what  account  to  draw  your 
money  from? 

A.  He  told  me  what  account  to  draw  the  money 
from  when  we  went  into  Finstad  and  Utgard.  And 
he  told  me  what  account  to  draw  the  money  from 
when  we  bought  out  Blue  Ribbon  Dairy  and  Apex 
Farms. 

Q.  Is  there  anything  in  your  business  he  didn't 
run? 

A.  Well,  I  think  as  far  as  the  finances  part  is 
concerned,  he  knew  a  devil  of  a  lot  more  about  it 
than  I  did. 

Q.  You  got  a  pretty  good  man  for  fifty  dollars 
a  month  for  each  company,  didn't  you? 

A.  I  told  you  before  if  he  wanted  more  money 
he  could  have  got  it. 

Q.     He  had  no  interest  in  your  enterprises? 

Mr.  Griffin:  I  object  as  repetitious.  The  witness 
has  answered  what  it  cost  him  to  date. 

The  Court:     I  think  it  is  repetitious,  is  it  not? 

Mr.  Le  Sourd:  I  think  I  have  asked  him  this 
before,  your  Honor. 

Q.  (By  Mr.  Le  Sourd  continuing)  :  You  could 
have  terminated  his  services  at  any  time,  couldn't 
you? 
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A.     So  could  he.  I  wish  I  did,  now, 

Q.     I  imagine  he  wishes  so,  too. 

A.  I  don't  know  which  is  going  to  be  hurt  worse. 
I  am  losing  my  business  because  they  want  to  put 
me  into  jail  after  I  built  the  business  up  after 
thirty  years'  time.  I  think  I  am  the  one  getting 
hurt,  and  he  is  the  one  that  got  me  in  the  mess  in 
the  first  place. 

Q.  Maybe  you  are  the  one  that  got  him  in  the 
mess? 

A.  I  don't  know;  he  had  a  devil  of  a  lot  more 
business  experience  than  I  did. 

Mr.  Le  Sourd:    251,  please. 

(Whereupon,  exhibit  was  handed  to  Mr.  Le 
Sourd  by  the  Clerk.) 

Q.  (By  Mr.  Le  Sourd)  :  On  Pinstad  and  Ut- 
gard,  Mr.  Forster,  you  testified  that  Mr.  Taylor  told 
you  what  account  to  draw  the  checks  on? 

A.  Hicks  Taylor  told  me  what  account  to  draw 
[3032]  the  checks  on  that  made  the  original  pur- 
chase of  Finstad  and  Utgard.  I  never  drawed  any 
checks  on  Finstad  and  Utgard  except  the  original 
purchase  price,  and  he  told  me  where  to  draw  it 
from,  either  Issaquah  Creamery  Company  or  Al- 
pine Hairy,  or  my  own  savings  account.  I  don't 
oven  know  where  it  was  paid  from,  ])ut  it  was  under 
his  instructions,  and  the  amount  that  I  have  to  pay. 

Q.  AVoll.  those  were  the  checks  you  drew  in 
1943,  when  you  first  went  in:  is  that  right? 

A.  That  is  right,  in  1943,  and  I  don't  know  if 
some  of  them — in  order  to  finish  up  the  whole  forty- 
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thousand-dollar  deal,  I  think  that  it  extended  over 
a  period  of  over  a  year,  over  twelve  months.  I  can't 
just  tell  you  exactly  what  the  deal  was.  I  knew  that 
the  down  payment  was  one-third  and  I  think  an- 
other one-third  in  six  months,  and  I  think  another 
one-third  the  year  after  that. 

I  am  not  too  positive. 

Q.  Do  you  recall  what  account  he  told  you  to 
pay  it  from? 

A.  No,  I  don't,  but  whatever  account  he  told  me 
to  draw  it  on,  he  told  me  to  draw  the  checks  on  it 
so  that  I  can't  tell  you  which  account  it  was. 

Q.  And  whatever  he  told  you  to  begin  with,  did 
[3033]  he  ever  tell  you  to  change? 

A.     Say  that  again.  I  didn't  quite  get  it. 

Q.  Did  he  tell  you  one  account  and  you  fol- 
lowed that  advice,  or  did  you  call  him  up  several 
times  and  ask  him  about  different  accounts  to  pay 
it  out  of,  or  what  happened? 

A.     Well,  whatever 

Mr.  Griffin:  (Interposing)  Are  you  talking 
about  Finstad  and  Utgard? 

Mr.  Le  Sourd :  Still  talking  about  the  same  thing, 
Mr.  Griffin. 

A.  (Continuing)  Whatever  account  he  told  me 
to  pay  it  from,  that  is  what  I  did. 

Q.  (By  Mr.  Le  Sourd) :  Well,  my  question  is 
whether  you  talked  to  him  about  it  more  than  once  ? 

A.  I  wouldn't  know.  Maybe  I  talked  to  him  a 
couple  of  times.  We  was  working  the  deal  out  to- 
gether, so  I  am  sure  we  had  conversations. 
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Q.  Well,  your  testimony  on  this  line  then  is 
based  on  just  being  sure  that  you  had  conversa- 
tions ? 

A.  I  am  positive  that  he  told  me  to  draw  the 
checks  from  the  accoimts  in  order  to  make  the  pay- 
ments and  what  accounts  to  draw  them  on. 

Q.  The  first  checks  were  drawn  on  Alpine  [3034] 
Dairy,  and  then  you  made  payments  by  withdrawal 
from  your  savings  account,  and  then  you  made  some 
payments,  apparently,  to  Finstad  and  Utgard  itself. 
Each  time  did  you  ask  Mr.  Taylor? 

A.  Well,  I  think  each  time  it  was  under  his  in- 
structions. I  didn't  even  ask  him.  I  am  sure  that  the 
Finstad  one  was,  and  the  other  two  he  told  me 
where  to  draw  it  from. 

Q.  And  he  could  instruct  you  as  to  how  to  draw 
your  checks  and  where  you  drew  it  from? 

A.    Well,  he  certainly  did. 

Mr.  Le  Sourd:     This  is  a  good  stopping  point, 

if  the  Court  wishes.     [3035] 
***** 

HANS  FORSTER 
upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant,  Hans  Forster,  and  having  been 
previously  duly  sworn,  testified  as  follows: 

Cross  Examination  (continued) 
Q.     (By  Mr.  Le  Sourd) :     Mr.  Forster,  do  you 
remember  Mr.  Taylor  coming  out  to  Issaquah  the 
latter  part  of  January,  1950,  to  work  up  the  figures 
for  the  year  1949?  A.    Yes. 
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Q.     This  was  on  a  Saturday,  wasn't  it? 

A.  That  is  when  he  came  out  most  of  the  time, 
on  Saturdays,  yes. 

Q.     Mr.  Eriekson  was  there  also,  wasn't  he? 

A.     That  is  right. 

Q.  And  during  the  day  on  that  day  Mr.  Taylor 
brought  in  to  you  figures  for  the  annual  profit  for 
Issaquah  Creamery  for  the  year  1949? 

A.  He  brought  in  the  figures  for  the  month  of 
December,  the  approximate  figures  for  the  month  of 
December,  1949. 

Q.  Now,  I  imderstood  on  your  previous  exami- 
nation, either  by  Mr.  Moriarty  or  Mr.  Griffin,  that 
you  said  that  he  brought  in  figures  for  the  year 
1949  and  [3045]  you  took  exception  to  them  because 
they  were  three  times  as  high  as  the  year  1948? 

A.  AVell,  we  had  the  November  figures,  and  then 
we  had — he  gave  me  the  figures  at  that  time  for 
the  month  of  December.  He  never  finished  ui^  any 
yearly  statement  out  at  Issaquah.  He  always  took 
and  he  gave  me  a  rough  guess  of  what  the  month 
of  December  was  doing,  and  that  was  after  we  had 
a  loss  of  close  to  ten  thousand  dollars  in  Novem- 
ber and  he  talked  of  the  profit  of  twenty-five  thou- 
sand dollars  in  December  and  I  told  him  it  just 
couldn't  be. 

Q.  Mr.  Forster,  each  month  when  Mr.  Taylor 
gave  you  the  figures,  it  was  the  figure  for  the  year 
to  that  date,  wasn't  it? 

A.  After  he  sent  me  the  statement,  it  was  the 
year  to  that  date.  The  figures  he  gave  me  out  at 
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Issaquali  when  he  went  over  it,  when  he  worked 
on  the  books,  he  just  gave  me  a  rough  draft  of  ap- 
proximately what  it  looked  like.  He  didn't  say 
''Well,  up  to  date,  the  profits  are  so  much." 

Q.     That  is  what  he  said? 

A.     No,  I  say,  he  didn't  say  ''up  to  date." 

Q.  Then  how  did  you  compare  them  with  the 
year  1948? 

A.  Because  we  had  the  figures  there  as  of  No- 
vember, [3046]  with  the  loss  of  November,  and  the 
net  profit  of  twenty-five  thousand  dollars  in  De- 
cember, and  I  told  him  it  just  couldn't  be  correct, 
and  I  think  he  showed  something  like  $127,000  in 
the  total  amount. 

Q.  You  think  that  the  figure  he  gave  you  then 
for  the  year  1949  was  $127,000? 

A.     I  think  that  is  what  he  talked  about,  yes. 

Q.  Isn't  it  a  fact  that  what  he  showed  you  were 
figures  for  the  year  1949  of  about  $101,000? 

A.  No,  he  told  me  it  was  a  figure  of  around 
$25,000  for  the  month  of  December,  and  from  what 
I  recollect  of  the  figure,  it  ran  over  the  $100,000 
figure,  what  he  gave  me,  and  I  told  him  it  just 
couldn't  be,  because  I  told  him  to  check  back  on 
the  books  for  the  year  before  and  he  liad  the  books 
along  and  had  the  sales,  and,  as  I  remember,  the 
sales  was  a  little  bit,  just  a  little  bit  higher  in  1949, 
a  small  percentage  of  what  it  was  in  1948  and  I 
told  him  as  far  as  the  figures  was  concerned,  that 
it  couldn't  be,  that  kind  of  a  profit.  In  the  first 
place,  I  couldn't  see  the  December  figure  of  twenty- 
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five  thousand  dollars  after  we  lost  nine  or  ten  thou- 
sand dollars  in  the  month  of  November,  and  I  think 
that  was  the  conversation. 

Q.  Mr.  Forster,  haven't  you  previously  stated 
[3047]  statements  to  the  Agents  inconsistently  with 
the  statement  now  that  you  got  figures  for  the 
month  of  December? 

A.  As  far  as  making  these  statements — incon- 
sistencies of  these  statements  I  am  making  now — 
the  statements  I  am  making  now  is  just  as  I  re- 
member it,  and,  if  I  made  any  other  statement  be- 
fore, it  was  certainly  as  I  remembered  it  then. 

Q.  Isn't  it  a  fact,  Mr.  Forster,  that  Mr.  Taylor 
never  worked  up  separate  figures  for  December, 
but  always  sim]3ly  for  the  year-end? 

A.  That  is  correct.  I  very  seldom  got  a  Decem- 
ber statement  except  he  always  did  tell  me — gave 
me  a  rough  figure  out  at  Issaquah  of  what  the 
month  of  December  looked  like.  Not  only  at  Issa- 
quah, but  the  same  thing  at  Alpine  or  Alpine  Ice 
Cream. 

Q.  Isn't  it  true  they  gave  you  that  figure  or  you 
got  the  figure  by  simply  comparing  his  year-end 
figure  with  the  end  of  November? 

A.  You  will  have  to  repeat  that.  I  don't  quite 
follow  you,  Mr.  TjC  Sourd. 

Q.  Well,  Mr.  Forster,  what  he  did  when  he  came 
out  in  January  of  each  year  was  to  work  up  the 
figures  for  the  entire  previous  year,  wasn't  it? 

A.  Oh,  no.  He  worked  out  the  figures  in  [3048] 
his  own  office,  and  he  never  worked  it  out  at  Issa- 
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qiiah.  He  couldn't  have  done  it.  He  said,  ''This  is 
approximate.  I  have  to  make  some  adjustment."  I 
don't  know  what  the  adjustment  was.  Whatever 
adjustment  he  had  to  make,  he  never  finished  it  up 
out  in  Issaquah  in  any  year. 

Q.  Did  Mr.  Taylor  follow  the  same  practice,  Mr. 
Forster,  with  regard  to  Alx)ine  Dairy  information 
as  with  Issaquah  Creamery,  as  far  as  giving  you 
statements?  A.     I  would  think  so,  yes. 

Q.  Referring  3^ou  to  Defendants'  Exhibit  A-62 
and  the  testimony  we  previously  referred  to  on 
March  8,  1951,  here  in  the  Court  House  in  the  in- 
terview with  Mr.  Marx  and  Mr.  Eppler,  I  will  ask 
you  if  you  were  asked  this  question  and  made  this 
answer : 

Mr.  Griffin:     Question? 
Mr.  Le  Sourd:    61. 

Q.  (By  Mr.  Le  Sourd  continuing) :  "Question : 
Did  you  ever  examine  the  profit  and  loss  statement 
for  Alpine  Dairy  attached  to  your  income  tax  re- 
turn for  1949? 

"Answer:  I  never  seen  a  profit  and  loss  state- 
ment as  far  as  the  end  of  the  year  [3049]  state- 
ments are  concerned.  As  I  remember,  Taylor  wrote 
just  about  all  of  them  and  gave  me  profit  and  loss 
statements,  including  November  and  then  he  would 
try  to  draw  November  and  December  together,  and 
he  always  said  it  was  too  much  work  involved  to 
try  to  make  out  the  profit  and  loss  statement  and 
the  year-end  statement  at  the  same  time,  so  that. 
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as  far  as  I  remember,  we  never  had  any  profit  and 

loss  statement  as  of  December  31st." 

Did  you  make  that  answer  to  that  question  ? 

A.     That  is  right,  and  it  is  still  so.  I  haven't 

Q.     (Interposing)     That  is  correct,  is  it? 

A.  That  is  correct,  yes.  He  never  mailed  me  a 
statement,  if  that  is  what  you  mean.  He  always  told 
me  when  he  was  out  there,  not  only  in  December 
but  any  other  month,  if  I  happened  to  be  present, 
and  I  tried  to  be  present  just  about  every  time  he 
was  there,  he  gave  me  a  rough  draft  of  what  the 
profit  or  the  loss  was  for  the  previous  month,  and 
then  afterwards,  he  took  it  in  to  Seattle,  and  then 
probably  a  week  or  ten  days  later,  he  mailed  me 
out  a  statement,  and  I  [3050]  never  got  the  month 
of  December  statement  separate,  and  I  never  got 
the  year-end  statement  until  he  got  through  work- 
ing out  the  tax,  the  income  tax  set-up. 

Q.  The  thing  you  were  interested  in  when  he 
was  out  there  at  the  end  of  January  was  the  profit 
for  the  year  1949,  wasn't  it? 

A.  No,  I  was  interested  in  the  profit  for  the 
month  of  December. 

Q.     It  was  the  profit  for  the  year? 

A.  No,  I  was  interested  in  the  profit  for  the 
month  of  December. 

Q.  It  was  the  profit  for  the  year  that  you  ob- 
jected to,  wasn't  it? 

A.  That  is  right,  yes,  and  I  objected  to  the 
profit  for  the  month  of  December  because  it  moved 
up  to  twenty-five  thousand  dollars,  and  in  Novem- 
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ber  he  showed  a  loss  of  nine  thousand  dollars,  and 
I  told  him  I  couldn't  see  it,  and  for  him  to  try  to 
go  ahead  and  take  a  look  at  the  figures. 

Q.  But  it  was  a  profit  for  the  year  1949  that  you 
said  was  three  times  that  of  1948? 

A.  Well,  we  had  a  conversation  about  it  and 
Mr.  Taylor  went  in  and  tried  to  compare  sales,  and 
he  said  as  far  as  he  could  see  now,  he  couldn't  see 
where  any  mistake  was  made,  so  he  would  have  to 
check  it,  and  that  [3051]  is  the  last  I  would  hear 
from  him. 

Q.  And  you  objected  to  this  pretty  strongly, 
didn't  you? 

A.  I  don't  know  what  you  mean,  "strongly."  I 
talked  to  him  for  at  least  twenty  years,  and  I  didn't 
object  any  more  than  any  other  item  I  didn't  figure 
he  was  correct  on. 

Q.     Didn't  you  even  say  something  about  getting 
another  accountant  ? 
A.     No,  of  course  not. 

Q.  Did  Mr.  Taylor  have  a  work  sheet  with  him 
vdien  he  talked  to  you? 

A.  He  had  whatever  he  worked  on.  I  don't 
knovv^  what  part  of  the  books  it  was.  I  know  we  dis- 
cussed sales  for  1949  and  then  we  discussed  sales 
for  1948  to  try  to  make  comparison. 

Q.  Mr.  Taylor  told  you  at  the  time  that  if  there 
was  any  error,  it  was  not  in  his  figures,  but  must 
be  some  error  in  Erickson's  journals,  didn't  he? 

A.    He    didn't    say    anything    about    Erickson's 
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journals,  or  liis  ledger,  or  any  other  book,  Mr.  Le 

Sourd. 

Q.  When  he  left,  Mr.  Forster,  he  told  you  that 
if  you  and  Erickson  found  any  errors  had  been 
made,  why,  he  would  correct  his  figures  to  the  cor- 
rect figures,  didn't  he?  [3052] 

A.  He  never  said  such  a  thing.  He  knew  that 
Erickson  and  I — that  I  never  looked  at  Erickson 's 
books,  and  Erickson  never  told  me  about  any  part 
of  his  books.  The  fellows  that  worked  on  the  books 
w^as  Taylor  and  Harold  Erickson  and  Mrs.  AYilcox 
or  Mr.  Bezeau.  I  don't  know  why  he  would  make 
a  statement  like  that. 

Q.     It  was  you  who  objected  to  the  profit  figure? 

A.  I  wouldn't  object  if  he  came  back  and  said 
that  was  the  profit,  that  is  the  way  it  would  have 
been.  I  just  couldn't  see  any  relationship  between 
the  profit  of  the  previous  year  and  I  couldn't  see 
any  relationship  of  profit  as  for  December  against 
November. 

Q.  I  believe  you  testified  previously,  either  on 
direct,  I  think,  or  on  Mr.  Moriarty's  examination 
that  you  heard  nothing  further  about  this  matter 
until  after  this  investigation  started? 

A.     That  is  correct. 

Q.  Did  you  not  have  another  discussion  with 
Mr.  Taylor  about  it?  A.     No. 

Q.  "When  you  signed  the  income  tax  return, 
didn't  you  talk  about  it?  [3053]  A.     No. 

Q.  Didn't  you  examine  the  return  to  see  what 
the  profit  figure  was  that  was  shown  in  it? 
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A.  I  didn't  examine  that  one  any  more  than  I 
did  the  one  we  made  out  for  the  last  twenty  years. 

Q.  Did  you  ask  Mr.  Taylor  if  any  changes  had 
been  made  from  the  profit  he  showed  you  at  the  end 
of  January?  A.     No. 

Q.  Well,  after  you  had  objected  to  the  profit 
that  Taylor  showed  at  the  end  of  January,  you  say 
now  that  you  signed  that  return  without  even  in- 
quiring whether  the  same  profit  was  shown  in  it? 

A.  I  didn't  even  know^  if  he — if  I  signed  it  two 
months  later  or  three  months  later,  or  if  we  got  an 
extension.  He  just  called  me  in  and  to  bring  a  check 
along  and  to  come  and  sign  the  return,  and  this 
wasn't  the  first  time  that  some  of  these  statements 
were  off  that  he  changed  the  figures  on,  and  it 
wasn't  only  as  far  as  I  was  concerned,  at  Issaquah 
Creamery.  Oscar  Simsonson  had  the  same  trouble 
with  him,  or  the  same  thing  at  Conway,  and  the 
same  thing  at  Renton. 

At  one  time,  he  said,  "Well,  there  was  a  change 
between  Alpine  Dairy  and  Issaquah  Creamery  Com- 
pany", or  "My  sister  made  a  mistake  in  typing  it 
up."  [3054] 

We  have  had  some  controversies  before  on  the 
deal,  that  it  didn't  look  right  to  me,  and  most  of 
the  time  he  had  an  explanation  for  it.  I  didn't  ques- 
tion the  sincerity,  or  why  he  made  any  changes.  As 
far  as  I  was  concerned,  if  he  said,  "That  is  the  way 
it  is,"  that  was  good  enough  for  me. 

Q.  And  your  testimony  is  that  you  signed  this 
return   without   even   knowing   whether   the   profit 
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shown  was  the  one  that  you  had  taken  exception 

to,  or  some  other? 

A.  I  didn't  know  if  he  changed  the  profit  at 
Alpine  or  if  he  changed  the  profit  at  Issaquah. 

That  is  the  figure  he  gave  me,  the  return  to  sign, 
and  that  is  what  I  signed,  and  he  told  me  how  much 
of  a  check  to  bring  in,  and  that  is  what  we  paid. 

Q.  Now,  the  fact  is,  isn't  it,  Mr.  Forster,  that 
Mr.  Taylor  'phoned  you  in  March  and  asked  if  he 
should  go  ahead  Vv^ith  his  original  figures,  and  you 
said,  "No,"  that  there  were  changes  to  be  made,  and 
to  get  in  touch  with  Erickson? 

A.     That  is  not  the  truth. 

Q.  And  the  fact  is  also,  isn't  it,  Mr.  Forster, 
that  when  you  signed  the  return,  Mr.  Taylor  called 
your  attention  to  the  corrections  by  Erickson  and 
that  [3055]  it  was  up  to  you  and  Erickson  to  sub- 
stantiate it? 

A.  That  is  not  so.  I  don't  think  in  all  those 
years  that  I  knew  Taylor  that  he  called  me  up  and 
changed  figures  over  the  telephone. 

Q.  But  with  regard  to  Renton  Ice  and  Ice  Cream 
Company,  Mr.  Forster,  and  acquiring  that  busi- 
ness, as  I  understand  it,  you  stayed  in  the  back- 
ground while  Baskett  and  Schneider  negotiated  with 
Mr.  Williams? 

A.  That  is  right,  until  the  time  came  along  after 
I  found  out  they  needed  some  capital.  They  didn't 
talk  to  me  until  after  they  talked  to  him. 

I  think  Baskett  started  it,  and  then  he  got 
Schneider  interested,  and  when  it  looked  apparent 
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that  they  needed  some  money,  as  far  as  going  in 
with  it,  Mr.  Baskett  talked  to  me  about  what  I 
thought  about  the  Renton  deal,  but  at  that  tune,  he 
dicln't  ask  me  to  come  in,  and  I  encouraged  him,  too. 
I  thought  I  might  get  an  ice  cream  accomit  out 
of  it.  I  knew  Cal  for  twenty-five  years. 

Q.  The  reason  you  stayed  in  the  background  was 
because  you  laiew  Mr.  Williams  wouldn't  sell  if 
he  knev\^  you  were  coimected  with  it? 

A.  Well,  that  was  Mr.  Baskett's  idea.  I  never 
tried  to  buy  the  business  in  the  first  place  from  Mr. 
Williams,  but  when  we  first  went  in  the  ice  cream 
business  [3056]  at  Issaquah,  Mr.  Williams  had  sev- 
enty-five percent  of  the  ice  cream  business  in  Issa- 
quah, and  in  the  Upper  Valley.  Naturally,  when 
w^e  started,  and  being  a  local  concern,  we  got  that 
business,  and  from  that  time  on,  he  wasn't  too  good 
a  friend  of  mine. 

Q.  Also,  didn't  you  have  a  competitive  problem 
to  think  about  dowm  in  Renton  as  far  as  having 
your  name  connected  with  this  business? 

A.  Oh,  I  think  to  a  certain  extent  we  was  selling 
ice  cream  in  Renton,  I  think  from  out  of — I  don't 
think  it  was  in  there  from  Issaquah,  but  I  think  we 
was  out  in  there  from  Alpine.  I  am  not  too  sure  yet, 
but  that  wasn't  the  reason. 

Q.     The  main  reason  was  Mr.  Williams? 

A.  Well,  anj^vay,  that  is  the  feeling  Mr.  Baskett 
had,  and  after  Baskett  liought  it  out  and  Williams 
fomid  it  out  through  Arden  Farms,  him  and  I  were 
good  friends  mitil  he  passed  away.  He  absolutely — 
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it  vras  just  the  idea  that  Mr.  Baskett  had,  that  was 
all,  but  as  far  as  I  was  concerned,  it  didn't  mean 
anything  to  me.  If  that  is  the  way  they  felt,  it  was 
O.K.  for  me  to  go  ahead  on  that  kind  of  a  basis. 

Q.  Mr.  Taylor's  first  contact  with  the  Renton 
matter  was  when  you  asked  him  to  attend  a  meet- 
ing at  Mr.  Wettrick's  office,  wasn't  it?  [3057] 

A.  I  would  think  so,  yes.  I  think  we  talked 
about  it  before,  Mr.  Taylor  and  I. 

Q.     That  is  the  first  time  you  did? 

A.  That  is  probably  the  first  thing  he  did  ex- 
cept him  and  I  having  conversations  about  it,  as  far 
as  coming  into  the  situation,  and  to  go  ahead  and 
take  over  the  books. 

Q.  Were  you  there  at  the  meeting  at  Mr.  Wet- 
trick's  office?  A.     That  is  right. 

Q.  And  Mr.  Wettrick  organized  the  corporation, 
did  he,  of  Renton  Ice? 

A.  I  don't  know  if  it  was  a  corporation,  or  if 
it  was  just  the  transfer,  but  Mr.  Wettrick  was 
there. 

Q.  Whatever  was  done,  Mr.  Yv^ettrick  did  it  in 
that  respect?  A.     I  would  think  so. 

Q.  Mr.  Taylor  received  a  few  qualifying  shares 
which  he  turned  oA-er  to  you,  didn't  he? 

A.  If  that  is  what  he  says,  I  think  that  is  what 
it  was.  I  don't  know  if  he  needed  qualifying  shares. 
I  can't  recall  it. 

Q.  Mr.  Forster,  there  has  been  some  testunony 
here  about  a  few  shares  of  stock  that  were  issued 
in  Mr.  Taylor's  name.  It  is  my  understanding  that 
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those  [3058]  were  simply  issued  to  him  as  qualify- 
ing shares  and  turned  over  to  you? 

A.     I  would  think  so. 

Q.  Mr.  Taylor  owned  no  stock  on  his  o^vn  ac- 
count, did  he? 

A.  He  was  no  stockholder  in  Renton  Ice,  as  far 
as  I  w^as  concerned. 

Q.  Xow,  Renton  Ice  and  Ice  Cream  started  busi- 
ness in  the  early  fall  of  1942,  didn't  it? 

A.  Well,  I  couldn't  tell  whether  it  was  1942  or 
early  1943.  You  got  the  dates  there,  so  that  is  all 
right. 

Q.  You  heard  Mr.  Schneider's  testimony  here, 
did  you?  A.    Yes. 

Q.    (Continuing)     at  the  trial. 

Do  you  recollect  Mr.  Schneider  testifying  that  the 
corporate  meeting  was  held  September  30,  1942,  at 
which  the  salaries  w^ere  fixed  for  Baskett  and 
Schneider  ? 

A.     That  is  what  he  testified  to,  I  think,  yes. 

Q.  And  do  you  recall  his  testifying  that  you 
were  present?  A.     Yes. 

Q.     Were  you  present  at  that  meeting?  [3059] 

A.  I  couldn't — if  I  signed  any  papers,  I  couldn't 
recall.  I  couldn't  go  back  twelve  years  and  tell  if  I 
was  at  that  meeting  or  some  other  meeting. 

Q.  You  were  present,  weren't  you,  at  the  meet- 
ing when  the  salaries  were  fixed,  whatever  the  date 
was? 

A.     I  would  think  so,  unless  I  was  out  of  town 
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or  detained  and  couldn't  go.  I  can't  swear  to  it  that 

I  was  or  wasn't  at  the  meeting. 

Q.  Don't  you  have  a  clear  recollection  of  being 
there  when  the  salaries  were  determined? 

A.  I  haven't  got  no  clear  recollection  for  twelve 
years  back  if  I  was  there  at  a  meeting  in  Renton 
or  not,  if  that  is  what  you  mean,  that  it  was  held 
in  Renton? 

Q.     That  is  right;  that  is  my  understanding. 

You  have  a  very  clear  recollection,  as  I  under- 
stand it,  of  the  discussions  on  Finstad  and  Utgard 
salaries  ? 

A.  No;  because  I  had  one  man  that  I  talked 
to,  and  he  was  selling  out  his  stock.  He  was  selling 
his  business  and  in  order  to  retain  him,  I  had  to 
make  a  deal  with  him.  That  wasn't  the  same  way. 
Renton,  as  far  as  I  was  concerned,  between  Mr. 
Baskett  and  Mr.  Schneider,  they  had  controlling 
interest  together,  and  I  looked  to  them  to  run  it. 
It  was  a  different  deal.  [3060] 

I  owned  100  percent  in  Finstad  and  Utgard.  I 
didn't  know  any  producers  up  there.  Mr.  Egeness 
had  been  there  for  years.  It  was  an  absolutely  dif- 
ferent matter  of  trying  to  remember  it. 

Q.  You  had  a  clear  recollection  of  the  Simonson 
salary,  at  the  Simonson  and  Forster? 

A.  That  is  right,  because  Mr.  Taylor  is  the  one 
that  told  me  a])out  Oscar  raising  his  salary,  but  even 
then,  I  told  you  I  didn't  know  if  Oscar  was  getting 
four  hundred  and  raised  to  five  hundred,  or  five 
hundred  and  raised  to  six  hundred.  I  know  he  raised 
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it  one  hundred  dollars  without  talking  to  me  about 

it,  and  that  is  my  recollection. 

I  can't  tell  you  how  Mr.  Schneider  or  Mr.  Baskett 
started  out,  and  how  much  money  they  got,  unless 
I  have  a  chance  to  look  at  the  records.  It  was  12 
years  ago,  and  impossible  for  me  to  remember  that 
far  back. 

Q.  Then,  you  have  no  recollection  of  taking  part 
in  this  meeting  that  fixed  the  salaries  for  Renton 
Ice  and  Ice  Cream'? 

A.  Maybe  somebody  else  can  be  sure  about  it, 
and  if  they  say  I  was  there,  I  would  not  deny  it. 

Q.     No,  I  am  just  getting  your  idea. 

A.     I  can't  tell  you,  offliand.  [3061] 

Q.  So  that  you  didn't  know  whether  the  salaries 
w^ere  fixed  at  five  hundred  dollars  or  w^hat  they 
were  fixed  atf 

A.  I  actually  can't  tell  you  just  how  they  started 
out. 

Q.  You  were  interested  in  what  salaries  were 
paid  there,  weren't  you? 

A.  That  is  right,  and,  after  I  got  the  monthly 
statement — I  was  interested  definitely,  because  1 
was  a  stockholder.  After  I  got  the  monthly  state- 
ment, I  certainly  knew  what  they  was  getting. 

Q.  Now,  I  believe  that  on  Mr.  Moriarty's  exam- 
ination, you  testified  that  you  had  no  knowledge  of 
any  arrangement  for  you  to  receive  part  of  Baskett 
and  Schneider's  salary  until  you  received  a  check? 

A.  That  is  right.  It  was  worked  out  1\v  ]\[r. 
Taylor,  and  he  told  Mr.  Schneider  what  the  division 
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was  and  liow  he  handled  it  on  the  books,  I  don't 

knovv^   if  he   put   it   np   against   labor   for   me,   or 

dividend,  or  how  he  handled  it.  I  wouldn't  know. 

He  never  tells  me  what  he  did,  and  I  never  asked 

him. 

Q.  You  recollect  Mr.  Schneider's  testimony  that 
at  this  meeting  of  December  30,  1942,  the  salaries 
were  fixed  at  five  hundred  dollars  a  month  for  him- 
self and  for  Mr.  Baskett?  [3062] 

A.  I  don't  know  if  he  testified  to  that.  I  was 
here,  but  over  the  last  nine  weeks,  there  has  been 
so  many  things  going  through,  that  if  he  said  four 
hundred  dollars  or  five  hundred  dollars,  I  couldn't 
tell  you. 

Q.  Well,  you  recollect  the  questions  in  which 
he  was  asked  whether  or  not  at  that  meeting  there 
was  anything  said  to  Mr.  Baskett  and  to  himself 
that  they  weren't  going  to  get  these  full  salaries  that 
were  voted,  and  he  said  there  was  nothing  said  to 
them.  Do  you  recall  that  testimony? 

A.  Well,  sir,  you  mark  everything  down  so  that 
you  can  remember  it.  I  just  can't.  It  is  impossible. 
I  remember  a  few  of  the  things,  l^ut  I  just  can't — 
I  couldn't — if  I  wasn't  at  the  meeting,  I  couldn't 
remember  and  say  that  twelve  years  ago  somebody 
said  "You  are  not  going  to  get  that  salary." 

Q.  I  am  just  trying  to  get  at  what  you  remem- 
ber. A.     That  is  all  right. 

Q.  Do  you  know  of  any  reason  why  Mr.  Baskett 
and  Mr.  Schneider  would  have  accepted  and  taken 
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less  than  the  salary  voted  to  them,  if  you  had  not 

resisted  on  it? 

A.     If  I  had  not  resisted  on  it? 

Q.    Yes.  [3063] 

A.  I  don't  know  what  I  could  have  done,  if  I 
insisted  on  more  or  less,  because  I  was  a  minority 
stockholder,  and,  if  they  didn't  want  to  do  certain 
things,  the}^  certainly  could  overrule  me,  so  far 
as  I  know. 

Q.  Well,  there  were  three  stockholders,  weren't 
there?  A.     That  is  right. 

Q.  Mr.  Baskett  and  Mr.  Schneider  were  two  of 
them?  A.     That  is  right. 

Q.  Now,  the  only  person  who  would  be  inter- 
ested in  their  holding  down  their  salary  was  you, 
isn't  that  right? 

A.  Well,  I — if  you  put  it  that  way,  I  suppose  I 
would  be  the  one  interested  to  hold  the  salary  down, 
except  I  don't  think  Mr.  Baskett  and  Mr.  Schneider 
had  anything  more  to  do  with  that  situation  than  I 
did.  Hicks  Taylor  handled  it  all,  and  he  is  the  one 
that  told  hun  wiiat  to  do. 

Q.     Mr.  Taylor  had  no  stock  in  this? 

A.     No,  but  he  certainly  run  the  situation. 

Q.  As  a  matter  of  fact,  you  loaned  Mr.  Baskett 
the  money  to  put  into  Renton  Ice,  didn't  you? 

A.  That  is  right.  I  think  I  loaned  Mr.  [3064] 
Schneider  some,  too. 

Q.  You  loaned  Mr.  Schneider — Mr.  Schneider 
first  borrowed  his  money  from  a  bank,  as  I  recall  it  ? 

A.     I  don't  know  what  brought  it  about,  but  I 


United  States  of  America  1331 

(Testimony  of  Hans  Forster.) 

am  sure  he  wouldn't  come  to  me,  if  he  figured  he 

didn't  need  some  help. 

Q.  And  then  later  you  loaned  some  money  to 
Mr.  Schneider  for  his  interest*? 

A.     I  don't  know  what  brought  it  about. 

Q.  Well,  practically  all  of  the  money  in  this 
business  was  your  money,  wasn't  it? 

A.  Well,  it  was  a  very  short  time  they  paid  it 
off.  I  think  after  they  made  arrangements  to  try 
to  make  the  loans  elsewhere.  It  was  just,  as  far  as 
I  was  concerned,  it  was  an  emergency  deal  to  try 
to  help  them  out. 

Q.  But  it  is  your  testimony  that  the — that  Mr. 
Baskett  and  Mr.  Schneider  gave  up  part  of  the 
salary  voted  to  them  because  Taylor  ordered  them 
to  do  it  without  any  direction  from  you*? 

A.  There  was  no  directions  from  me  at  any  time 
to  Taylor  or  to  Baskett  or  Schneider  that  they 
should  give  up  part  of  the  salary, — I  don't  know 
w^hy  they  would. 

Q.  You  don't  recollect  anything  that  happened 
[3065]  at  this  meeting  of  September  30,  1942? 

A.  No,  I  told  you  I  am  not  too  positive  that  even 
I  was  at  the  meeting. 

Q.  You  wouldn't  deny  that  there  was  such  a 
meeting,  and  that  you  were  present? 

A.  I  was  on  quite  a  few  meetings,  but  I  don't 
know  if  I  was  at  that  particular  meeting  or  not. 

If  the  other  people  w^as  there,  and  they  could 
tell  me  that  I  was  there,  I  certainly  wouldn't 
deny  it. 
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Q.  Well,  perhaps  I  can  refresh  your  recollection 
by  asking  you  if  you  don't  remember  at  that  meet- 
ing when  you  asked  Mr.  Taylor  if  this  type  of 
salary  arrangement  was  all  right,  he  said  it  was  all 
riglit,  provided  you  report  all  you  got  out  of  it  and 
suggested  you  x)ut  the  money  into  the  Alpine  Dairy 
account,  so  that  it  would  be  reported? 

A.  You  know  that  is  a  joke.  It  actually  is.  That 
is  impossible.  He  never  said  such  a  thing. 

He  never  even  told  me  about  the  arrangements 
when  we  had  any  meetings.  I  didn't  know  anything 
about  the  division  he  made  up  until  I  got  the  check, 
and  I  asked  Schneider  about  it,  and  he  said  "That 
is  the  way  Taylor  made  it  out." 

Q.  Then,  you  do  remember  that  that  w^as  not 
said  [3066]  at  the  meeting'?  A.    What? 

Q.     Just  what  I  asked  you. 

A.  You  told  me  it  was,  and  I  told  you  it  was  a 
joke.  I  don't  know  of  any  conversation  at  any  time 
that  that  came  up. 

Q.  Mr.  Forster,  I  am  not  asking  you  if  it  was 
a  joke.  I  am  asking  you  to  tell  us  whether  it  is  true 
or  not  true. 

A.     Well,  it  is  not  true. 

Q.  All  right;  you  testified,  I  believe,  that  you 
visited  Renton  Ice  two  or  three  times  a  month,  and 
in  addition,  had  many  telephone  calls? 

A.  That  is  right.  Maybe  sometimes  four  times, 
and  maybe  only  once  or  tmce.  I  don't  keep  any 
notebooks  to  try  to  mark  any  dates  down,  and  where 
I  am  going,  and  how  many  telephone  calls  I  have. 
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It   is  impossible   over   a  period   of   ten  or  twelve 

years  to  try  and  remember  those  things. 

Q.  Was  Mr.  Schneider  incorrect  when  he  said 
you  were  at  Renton  Ice  only  a  few  times  a  year? 

Mr.  Griffin:  I  object  to  the  form  of  that  ques- 
tion. 

Mr.  Le  Sourd :    I  will  withdraw  it.  [3067] 

Q.  (By  Mr.  LeSourd  continuing)  :  Do  you  recall 
Mr.  Schneider's  testimony  that  you  came  to  Renton 
Ice  only  a  few  times  a  year? 

A.  No,  I  don't  recall  it.  I  would  say  it  was  much 
more  than  that.  In  fact,  for  a  while,  I  had  to  sign 
some  checks, — either  Mr.  Taylor  signed  checks  or 
I  did — and  if  he  went  over  the  weekend  up  to  Lake 
McDonald,  he  would  go  by  and  sign  it,  and  some- 
times I  came  back  from  the  Alpine  Dairy  on  the 
way  to  Issaquah  and  I  would  sign  it,  so  that  I  am 
sure  I  w^as  there  more  than  a  couple  of  times  a  year. 

Q.  Turning  to  Finstad  and  Utgard,  Mr.  Forster, 
when  you  contracted  with  Egeness  and  his  asso- 
ciates, giving  you  a  right  to  buy  their  interest  in 
the  contract  of  Mary  Finstad,  did  you  desire  that 
Egeness  remain  as  general  manager  of  that  busi- 
ness? A.     I  asked  him  to,  yes. 

Q.     What  did  you  do  to  induce  him  to  stay? 

A.  I  made  him  the  proposition  of  three  hundred 
dollars  a  month,  and  ten  percent  of  the  profits  and 
he  accepted  it. 

Q.     Did  you  insist  that  he  cut  his  salary? 

A.  I  didn't  insist  for  him  to  cut  his  salary,  no. 
He  wouldn't  have  stayed  if  I — that  is  the  reason 
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I  based  it  on  the  profits.  I  figured  he  would  look 
[3068]  after  things  a  little  bit  more,  and  he  prob- 
ably rrni  the  Conway  show  more  than — actually 
alone  more  than  anybody  else,  than  any  one  of  the 
businesses  I  was  interested  in. 

I  mean,  actually,  I  never  went  up  there  more  than 
probably  once  a  month,  and  sometimes  twice,  and 
maybe  not  that  much.  I  had  some  telephone  calls 
with  him,  l^ut  he  actually  run  the  show. 

Q.  Do  you  recollect  his  testimony  here  that  his 
salary,  before  you  came  in,  was  $450  a  month? 

A.  Well,  he  maybe  testified  to  that,  if  that — it 
didn't  have  anything  to  do  with  my  arrangement. 
He  was  satisfied  with  it,  and  from  the  w^ay  the 
situation  looked  to  him,  I  suppose  he  felt  the  more 
money  he  would  make,  the  more  salary  he  would  get, 
and  he  was  perfectly  happy  with  the  deal. 

Q.  And  also  before  you  entered  into  the  contract, 
he  was  buying  one-fourth  interest  in  the  business, 
wasn't  he? 

A.     He  had  one-fourth  interest  in  it,  yes. 

I  didn't  have  no  contract  with  him  as  far  as — 
that  was  just  a  verbal  arrangement  with  him,  as 
far  as  salary  and  percentage  of  profit  was  con- 
cerned. There  was  no  contract. 

Q.  Before  yoii  came  into  the  picture,  if  and 
when  [3069]  he  paid  out  Mrs.  Finstad,  he  had  one- 
fourth  interest  in  the  property,  didn't  he? 

A.     Yes,  that  is  right. 

Q.  So,  your  testimony  is  that  he  was  satisfied 
to  take  three  hundred  dollars  a  month,  instead  of 
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four  hundred  and  fifty  dollars  a  month,  and  a  ten- 
percent  interest  in  the  profits? 

A.  That  is  correct,  but  you  have  to  finish  up  the 
deal  there,  Mr.  LeSourd.  Between  those  four  fel- 
lows that  were  in  there,  they  only  paid  Mrs.  Finstad 
— paid  what  I  understood  one  thousand  dollars 
apiece — down,  and  I  think  the  total  purchase  price 
was  $25,000. 

I  went  in  there  and  paid  up  the  contract  of  Mrs. 
Finstad,  from  what  I  recall  now  was  close  to  twenty 
thousand  dollars,  and  I  paid  the  four  fellows  forty 
thousand  dollars  on  top  of  it  in  that  period. 

That  is  the  reason  they  sold.  They  wouldn't  sell 
on  any  other  basis. 

Mr.  Egeness,  out  of  his  one  thousand  dollars  in- 
vestment, got  ten  thousand  dollars  out  of  it. 

Q.  Mr.  Egeness  and  his  associates  had  paid  off  a 
good  part  of  that  contract  out  of  their  salary? 

A.  I  w^ouldn't  know,  but  you  can  check  it.  I 
can't  give  you  the  exact  figure.  [3070] 

Q.  You  just  gave  us  the  exact  figure  of  one 
thousand  dollars.  Are  you  sure  that  is  all  they  paid  ? 

A.  That  is  all  they  told  me,  down  payment  of 
one  thousand  dollars,  and  there  was  a  very  sub- 
stantial profit  in  it  to  them,  and  when  I  bought  it, 
that  is  what 

Q.  (Interposing)  Didn't  they  tell  you  they  paid 
a  lot  more  than  one  thousand  dollars? 

A.  No.  As  far  as  I  know,  I  think  the  down  pay- 
ment was  one  thousand  dollars  apiece,  because  I 
knew  Mr.  Grant  quite  a  long  time,  and  I  knew  Mr. 
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Cook.  I  met  Verne  Egeness  before,  and  that  is  the 
reason    he    switched,    and    Egeness    was    perfectly 
happy  about  the  deal,  and  he  still  is. 

Q.  Didn't  you  get  a  written  statement  showing 
how  much  had  been  paid  by  them  on  the  Finstad 
contract?  A.     I  think  Taylor  got  it. 

Q.     Did  you? 

A.  Well,  if  I  got  it,  he  got  the  papers,  Taylor 
did. 

Q.     Well,  you  got  it,  didn't  you  ? 

A.  Well,  I  wouldn't  know.  You  must  know  what 
the  balance  is.  We  can  check  it  up  in  the  books.  I 
am  not  trying  to [3071] 

Q.  (Interposing)  Mr.  Forster,  do  you  mean  to 
say  you  went  into  this  deal  without  knowing  what 
the  balance  was  you  had  to  pay  on  the  contract? 

A.  That  is  right,  but  I  can't  remember  exactly 
what  the  balance  was. 

Q.  You  mean,  "That  is  right,"  you  went  into 
the  deal  without  knowing  about  it? 

A.  No,  I  went  into  the  deal  with  exactly  know- 
ing the  balance,  because  Taylor  went  over  the  books 
and  he  told  me  what  the  balance  w^as  to  Mrs.  Fin- 
stad, and  I  knew  that  the  purchase  price  to  buy 
out  those  three  stockholders  was  forty  thousand 
dollars,  besides  taking  over  the  contract  of  Mrs. 
Finstad,  if  the  balance  was  twenty-five  thousand 
dollars,  or  whatever  the  deal  was. 

I  am  sure  the  figures  must  be  some  place  that  can 
be  substantiated.  I  can't  remember  the  figures  ])ack 
for  ten  years. 
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Q.  Now,  you  said  that  you  paid  off  the  balance 
of  the  contract  with  Mrs.  Finstad.  Is  that  what  you 
just  testified? 

A.  That  is  what  I  understood;  it  was  paid 
through  Finstad  and  Utgard. 

Q.  How  did  you  pay  off  the  balance  to  Mrs. 
Finstad?   [3072] 

A.  Because  I  owned  Finstad  and  Utgard,  and 
the  i^ayments  was  made  from  Finstad  and  Utgard 
to  Mrs.  Finstad. 

Q.  The  stock  was  in  Mrs.  Finstad's  name,  wasn't 
it,  all  during  the  period? 

A.  It  was  in  Mrs.  Finstad's  name,  and  was  in 
escrow  when  the  other  fellows  bought  it,  and  in 
escrow  until  it  was  paid  off. 

Q.  You  knew,  during  all  these  years,  how  the 
payments  were  being  made? 

A.  I  knew  the  payments  came  from  Finstad  and 
Utgard,  yes. 

Q.  You  were,  as  a  matter  of  fact,  at  a  meeting 
with  Mr.  Egeness  and  Mr.  Taylor  when  it  was 
arranged  that  Mr.  Egeness  was  to  l)e  paid  a  six 
hmidred  dollar  salary  rather  than  a  three-hundred 
dollar  salary,  weren't  you?  A.     No. 

Q.     Do  you  recall  Mr.  Egeness 's  testimony  here? 

A.     I  remember  him  testifying  here,  yes. 

Q.  Do  you  recollect  that  he  testified  you  were 
at  that  meeting? 

A.  I  recollect  of  me  being  up  there.  I  never 
had  any  discussion  of  how  it  is  going  to  be  han- 


1338  Hans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

died.  It  was  up  to  Taylor  to  handle  it  on  the  books. 

How  [3073]  they  handled  it,  I  don't  know. 

Q.  You  were  not  interested  in  how  the  payments 
were  to  be  made,  or  whether  they  were  to  be  made 
to  Mrs.  Finstad*? 

A.  I  was  interested  in  if  they  was  to  be  made 
out  of  Finstad  and  Utgard,  and  that  was  Taylor's 
suggestion,  and  he  didn't  say  they  should  come  out 
of  Alpine  Dairy  or  Issaquah  Creamery  Company, 
or  any  other  place  than  Finstad  and  Utgard  and 
he  made  the  arrangements. 

Q.  Now,  the  fact  is,  isn't  it,  Mr.  Forster,  that 
at  that  meeting,  as  additional  consideration  to  Mr. 
Egeness,  remaining  as  general  manager,  you  agreed 
that  after  he  finished  making  the  payments  to  Mrs. 
Egeness  that  he  was  going  to  get — to  Mrs.  Finstad, 
— excuse  me, — that  he  was  going  to  get  an  interest 
in  the  stock  of  the  corporation? 

A.    After  who  paid  it? 

Q.  After  Mr.  Egeness  finished  paying  Mrs.  Fin- 
stad out  of  the  salary? 

A.  No.  I  don't  know  where  you  get  those  facts. 
The  fact  is,  I  bought  the  stock  from  Mrs.  Finstad 
and  the  stock  was  paid  to  her  out  of  Finstad  and 
Utgard.  I  had  an  arrangement  with  Verne  Egeness 
to  work  for  three  hundred  dollars  a  month  and  ten 
percent  [3074]  of  the  profits.  Over  the  first  few 
years,  he  never  said  anything  about  buying  stock. 
In  the  last  few  years,  when  things  was  going  pretty 
good,  he  said,  ''After  getting  through  paying  Mrs. 
Finstad,  how  about  buying  stock?"    And  I  said, 
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"I  will  talk  it  over  with  Taylor  going  home."  And 
I  did,  and  he  said,  ''Better  wait  until  it  is  paid  off. 
As  far  as  you  are  concerned,  you  are  better  off 
having  no  stockholders  than  yourself." 

I  mentioned  to  Egeness  we  should  wait,  and  he 
said,  "I  really  like  to  go  ahead  and  buy  interest 
in  it."  And  at  that  time,  I  said,  "If  we  can  make 
arrangement  to  buy  an  interest  in  it,  I  promise  you 
you  don't  have  to  pay  any  more  for  the  stock  that 
you  buy  off  of  me  than  I  originally  paid  when  I 
came  in.  That  is  the  basis,  if  you  can  make  the 
arrangement. ' ' 

And  that  is  the  conversation  we  had,  and  I  am 
sure  you  can  ask  Mr.  Egeness  on  any  other  time. 
That  is  the  arrangement  we  had. 

This  is  all  new  stuff  you  are  bringing  up,  Mr. 
LeSourd.    Those  things  are  the  fact. 

Q.  Well,  now,  when  was  this  finally  paid  off, 
and  you  got  the  stock"? 

A.  I  didn't  get  the  stock  until,  oh,  I  think  it 
must  [3075]  have  been  the  latter  part  of  1950. 

Q.  It  was  after  the  investigation  in  this  case 
started,  wasn't  it?  A.     That  is  right,  yes. 

Q.  And  at  that  time,  you  did  have  an  arrange- 
ment with  Mr.  Egeness  where  he  was  going  to  get 
a  part  of  this  stock,  didn't  you? 

A.  He  wasn't  going  to  get  part  of  this  stock,  no. 
I  told  him  that  if  things  straightened  itself  out, 
that  I  would  be  glad  to  sell  him  part  of  the  stock. 

In  the  first  place,  he  got  ten  thousand  dollars  for 
his  one-fourth. 
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Q.  You  don't  know  how  mucli  he  i)aid  for  that 
before  you  bought  the  stock  from  him? 

A.  I  haven't  got  the  slightest  idea,  but  he  was 
very  well  satisfied.  He  didn't  have  to  sell,  unless 
he  wanted  to.  And,  all  during  those  years,  he  has 
been  very  satisfied  with  the  arrangements.  I  think 
the  fellow  ought  to  know  if  he  bought  stock  or 
didn't  buy  stock.  I  think  I  would  know,  if  I  paid 
for  stock  and  somebody  said,  "The  stock  is  not 
yours." 

Q.  Now,  prior  to  1950,  you  employed  Mr. 
George  Kachlein  on  this  Finstad  and  Utgard  mat- 
ter, didn't  you?  A.     Prior  to  1950?  [3076] 

Q.     Yes,  about  October  or  November,  1949  ? 

A.  Oh,  no;  no.  I  didn't  meet  Mr.  Kachlein  until 
the  latter  part  of  March,  1950. 

Q.     That  was  the  first  time  you  met  him? 

A.     That  is  right.   I  never  met  him  before. 

Q.  Isn't  it  true  that  he  was  working  on  Finstad 
and  Utgard  for  you  quite  sometime  prior  to  that? 

A.  As  I  recall  it,  the  first  time  I  met  Mr.  Kach- 
lein was  when  I  went  down  there  with  Mr.  Taylor. 
He  talked  to — in  fact,  when  Mr.  Taylor  got  into 
trouble  on  his  own  income  tax  situation,  I  asked 
him  who  his  attorney  was,  and  he  said,  "Mr.  Kach- 
lein of  Bogle,  Bogle  and  Gates,"  and  as  his  diffi- 
culties came  along,  from  month  to  month,  we  had  a 
few  conversations  about  it,  and  he  said,  "Well,  some 
of  these  days,  if  you  have  a  little  bit  of  Avork  that 
— attorney  work,  I  want  you  to  meet  Mr.  Kachlein. 
I  think  he  probably  can  do  you  a  lot  of  good.    I 
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think  a  lot  of  him,  and  I  feel  that  he  is  one  of  the 
best  attorneys  and  I  feel  that  his  firm  is  diversi- 
fied, that  they  can  do  you  a  lot  of  good  in  your 
business  in  labor  relations  work." 

So,  actually  nothing  came  up  until  we  finished 
paying  for  this  Finstad  and  Utgard  stock. 

Q.     And  wasn't  Mr.  Kachlein [3077] 

A.  (Interposing)  But  that  was  the  latter  x)art 
of  February. 

Q.  Wasn't  Mr.  Kachlein  representing  you  in 
Finstad  and  Utgard  at  that  time? 

A.  Mr.  Kachlein  was  representing  me  in  Fin- 
stad and  Utgard  not  until  after  the  stock  was  paid 
in  the  latter  part  of  February,  or  very  early  part 
of  March,  that  we  finally  paid  for  the  stock,  but 
we  didn't  go  down  to  Mr.  Kachlein's  office  until  the 
latter  part  of  March,  and  Mr.  Taylor  and  I  went 
down  there,  and  at  that  time,  we  told  him  we  had 
this  work  coming  up  of  trying  to  get  this  stock 
out  of  escrow,  and  for  him  to  look  over  the  minute 
book  and  to  see  if  it  was  handled  right,  and  at  that 
time,  we  had  a  conversation  about  all  my  different 
interests,  about  hoAV  much  stock  I  had  in  Apex 
Farms,  and  owning  Alpine  Dairy,  and  we  went 
over  the  vdiole  Hans  Forster  picture. 

Q.  He  became  your  general  attorney  at  that 
time,  did  he? 

A.  Well,  not  necessarily.  The  first  matter  that 
Mr.  Kachlein  handled  was  actually  just  the  Finstad 
and  Utgard  matter.    I  didn't  have  any  other  diffi- 
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culties  that  I  had  to  go  to  an  attorney  until  this 

investigation  started. 

Q.  Mr.  Kachlein  then  handled  the  securing  of 
this  [3078]  Finstad  and  Utgard  stock  from  escrow? 

A.  I  would  think  so.  I  know  he  worked  with — 
he  talked  most  of  the  time  with  Taylor  about  it, 
but  we  left  it  uid  to  him,  and  he  got  ahold  of  Mr. 
Croson,  or  Hicks  Taylor  got  it  for  him. 

Q.  Now,  turning  to  Simonson  and  Forster,  there 
are  in  evidence  here  checks  to  you  totalling  twelve 
hundred  dollars  in  1948  and  twelve  hundred  dollars 
in  1949.  These  are  the  one  hundred  dollar  a  month 
payments  that  you  mentioned? 

A.     That  is  right. 

Q.  Did  you  have  a  conversation  with  Mr.  Taylor 
or  Mr.  Simonson  at  the  end  of  1948  about  the 
checks  ? 

A.  I  had  a  conversation  with  Mr.  Taylor  when 
he  told  me  about  it,  about  Oscar  raising  his  salary. 

Q.     That  was  before  you  received  these  checks'? 

A.  That  is  right.  I  don't  know  of  any  conver- 
sation I  had  with  Mr.  Simonson  and  Mr.  Taylor  in 
1948  except  the  original  conversation  that  if  he 
want  to  cut  his  salary  back,  that  was  perfectly  all 
right  with  me. 

Q.  And  you  don't  remember  any  other  conversa- 
tions about  these  checks  after  that  time  ? 

A.  Not  about  the  checks,  no.  We  had  lots  of 
conversations.  [3079]  I  go  down  to  Puyallup  about 
the  same  time  that  Taylor  goes  over  the  books  down 
there,  and  came  out  there  for  lunch  and  talk  over 
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the  general  situation  and  the  Dairy  business  and 

I  go  on  my  way  and  Taylor  go  and  finish  up. 

Q.  At  the  end  of  each  year,  Mr.  Forster,  Mr. 
Taylor  would  inquire  of  you,  would  he,  as  to 
whether  you  had  any  income  for  the  tax  return 
other  than  that  coming  from  the  books  of  these 
companies  or  other  than  coming  from  the  books  of 
Alpine  Dairy*? 

A.    Well,  we  went  over  the  general  situation,  yes. 
Q.    He  did  inquire  of  you?  A.     Oh,  yes. 

Q.  And  you  gave  him  some  figures? 
A.  Well,  on  all  the  figures  I  had,  he  knew  them. 
Just  reminded  him  of  certain  things,  and  he  made 
some  notes  on  it,  and  he  asked  me  what  interest, 
and,  of  course,  at  the  time  I  could  get  it  off  the 
savings  books  I  gave  him  that.  If  I  couldn^t,  I 
would  tell  him  I  would  call  him  in  a  couple  of  days, 
Monday,  if  I  could  get  to  the  bank. 

Q.  What  interest  did  you  give  him,  a  lump  sirni 
figure,  or  figures  for  all  your  interests? 

A.  I  gave  him  the  figure  of  interest  of  the  dif- 
ferent [3080]  savings  accounts  I  have  and  the 
amounts  that  if  it  wasn't  recorded  up  at  the  time 
he  wanted  it  in  the  savings  book,  I  would  probably 
have  to  call  the  bank  and  ask  them. 

Q.  Did  you  give  him  the  interest  in  detail  for 
each  separate  item,  or  did  you  give  it  to  him  in  one 
lump  sum? 

A.  Well,  I'm  positive  that  I  didn't  give  it  to 
him  in  one  liunp  sum.  I  told  him  the  interest  in 
the  different  banks. 
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Q.  You  were  receiving  lots  of  interest  other 
than  the  interest  in  the  banks,  weren't  you? 

A.  Well,  Mr.  Taylor  got  those  interests  from 
the   contracts  from 

Q.  (Interposing)  How  do  you  know  that  he  got 
the  interest  from  the  contracts? 

A.  Well,  Mr.  Bezeau  testified  to  it.  He  is  the 
one  that  got  all  the  interest  on  Alpine  Dairy. 

Q.    You  are  talking  about  Alpine  Dairy. 

That  interest  went  into  the  Alpine  Dairy  receipts 
and  into  income,  didn't  it? 

A.     I  wouldn't  know  where  it  went. 

Q.  I  am  talking  about  your  other  interest  from 
all  these  personal  loans  that  you  made,  and  other 
matters.  [3081]  A.    Well 

Q.  (Interposing)  You  were  receiving  that  inter- 
est, weren't  you? 

A.  Well,  personal  loans  I  made,  if  it  wasn't  that 
— kept  at  Alpine,  it  was  kept  at  the — the  bank  kept 
the  record  of  it. 

Q.    Yes,  of  course,  the  bank  kept  it. 

A.  Well,  they  are  the  ones  who  made  the  col- 
lection. That  is  where  the  interest  came  from  that 
I  gave  him. 

Q.  And  you  gave  him  a  separate  item  of  interest 
for  each  of  these  contracts? 

A.  No,  I  lump  the  contracts  together,  and  I 
gave  him  separate  items  on  the  banks. 

Q.  So,  you  gave  him  one  lump  sum  for  contracts, 
or  separate  amounts  for  each  bank? 

A.     As  far  as  I  know,  yes. 
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Q.     And  he  made  notes  of  it  at  the  timef 

A.  That  is  right.  He  asked  me  about  donations 
and  other  things,  that  I  think  he  probably  had  to 
check  back  on  the  bonds.  I  don't  know  if  there  was 
any  interest  due  on  it,  but  he  knew  I  had  the  bonds, 
because  he  checked  on  that  interest,  how  much  it 
earned,  and  the  interest  didn't  have  to  be  reported 
until  it  was  earned.  I  wouldn't  know.  I  never  con- 
cealed [3082]  nothing  from  him.  He  knew  about 
everything  I  was  doing. 

Q.  What  did  you  give  him  on  dividends'?  Did 
you  give  him  any  information  on  dividends? 

A.  Yes,  I  think  as  far  as  the  bank  was  con- 
cerned, the  bank  dividends — the  bank  sent  me  a  slip, 
and  I  turned  the  slip  over  to  him. 

Q.  Did  you  give  him  any  other  information  on 
dividends  1 

A.  Well,  I  told  him  to  get  dividends  on  the  stock 
that  I  had,  that  I  owned,  from  Mr.  Jordan.  I 
didn't  give  it  to  him,  but  I  think  Mr.  Jordan  mailed 
it  to  him. 

Q.  Do  you  recall  Mr.  Jordan  testifying  that  he 
mailed  that  report  to  you? 

A.  Well,  if  he  mailed  it  to  me,  he  sent  him  a 
copy  of  it,  or  I  gave  Taylor  the  report.  I  wouldn't 
know. 

Q.  In  any  event,  Mr.  Jordan's  statement  was 
attached  to  these  returns,  and  did  get  into  income, 
didn't  it? 

A.    I  wouldn't  know  if  Taylor  marked  it  down. 

Q.    And  your  bank  dividends  got  into  the  return. 
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What  other  information  did  you  give  to  Mr.  Taylor 

on  dividends?  [3083] 

A.  I  gave  him  all  the  information  I  had.  I 
wouldn't  know  any  other  dividends  I  had. 

Q.  Besides  the  interest  and  the  dividends,  did 
you  give  him  any  further  information  on  dividends  ? 

A.  I  told  you  I  gave  him  all  the  information  I 
had,  I  didn't  conceal  anything  from  him,  or  any- 
body else. 

Q.  Did  you  give  him  information  on  the  interest 
you  were  paying  out  on  bank  loans,  or  was  that 
deducted  from  the  lump  sum  of  interest  you  re- 
ceived ? 

A.     I  didn't  have  anything  to  do  with  that  part. 

Q.     I  didn't  hear  you. 

A.  I  didn't  have  anything  to  do ;  the  bank  loans 
was  all  handled  through  the  books. 

Q.  You  borrowed  money  from  Peoples  Bank  to 
loan  to  Arctic  Gardens,  didn't  you?  A.     Yes. 

Q.     You  were  paying  interest  on  that  loan? 

A.  Well,  the  company  did;  I  didn't  have  any- 
thing to  do.  I  don't  know  if  it  was  paid  through 
Alpine  Dairy.  It  wasn't  paid  out  of  my  personal 
account. 

Q.  Well,  that  was  a  personal  borrowing;  that 
wasn't  a  company  borrowing,  was  it? 

A.  It  was  Hans  Forster  borrowing;  it  wasn't 
Issaquah  [3084]  Creamery  borrowing,  so  probably 
Alpine  Dairy  paid  it.  I  don't  know  who  paid  the 
interest. 

Q.    You  don't  recall?  A.    No. 
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Q.     But  you  were  paying  interest*? 

A.  Well,  I  never  found  anybody  yet  that  loaned 
me  any  money  without  interest. 

Q.  But  you  didn't  give  Mr.  Taylor  any  separate 
item  for  the  interest  you  were  paying  out? 

A.  I  didn't.  Maybe  Mr.  Erickson  did.  I  never 
paid  any  interest  out  of  my  own  personal  account 
at  home,  if  that  is  what  you  mean. 

Q.  So,  it  had,  in  order  for  the  bank  to  get  it 
back,  it  had  to  come  out  of  Alpine  Dairy  or  Issa- 
quah  Creamery? 

A.  I  don't  know.  The  bank  would  send  the 
statements  to  Issaquah,  and  when  the  notes  were 
due  there,  we  make  out  the  checks.  If  it  was  Hans 
Forster,  it  was  made  out  to  Alpine  Dairy  checks, 
and  if  it  was  Issaquah  Creamery  Company,  it  was 
made  out  Issaquah  Creamery  Company  checks. 

Q.  Now,  do  you  recall  any  other  information 
you  gave  to  Mr.  Taylor  at  the  end  of  the  year? 

A.  I  don't  know  what  you  mean  by  ''any  other." 
I  told  you  I  gave  him  everything  I  knew,  and  every- 
thing [3085]  he  asked  me,  and  everything  I  knew 
that  could  be  of  some  benefit  for  him. 

Q.  I  believe  that  you  testified  there  was  some 
income  you  gave  him  that  didn't  get  on  the  return? 

A.  Well,  it  looks  to  me  since  this  started  there 
is  an  awful  lot  of  it  that  didn't  get  on  the  return, 
but  not  before  this  investigation  started,  but  I  knew 
that  the  returns  wasn't  correct. 

Q.    Well,   just  what  information   did  you   give 
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him  at  the  end  of  the  year  that  didn't  get  on  the 

return?  A.     That  didn't  get  on  the  return? 

Q.    Yes. 

A.  Well,  some  of  the  checks  that  was  brought 
up  here. 

Q.  And  you  gave  him  the  amounts  of  those 
checks  so  that  he  could  put  them  on  the  return? 

A.  As  far  as  I  knew,  they  was  in  the  books,  but 
the  accountants,  since  they  went  through  there, 
found  out  that  a  lot  of  those  checks  didn't  go 
through  the  books.  I  don't  know  anything  about 
the  interest  part. 

Q.  It  is  your  testimony  that  you  thought  that 
those  were  in  the  books'? 

A.  As  far  as  I  knew,  I  didn't  know  that  [3086] 
they  wasn't  recorded. 

Q.  Well,  then,  what  was  the  reason  that  you 
would  give  Taylor  information  on  them  at  the  end 
of  the  year,  if  you  thought  that  they  were  in  the 
books  ? 

A.  I  didn't  give  Taylor  information  on  those 
checks  that  as  far  as  I  knew  they  was  on  the  books. 
I  gave  him  information  that  he  wanted,  and  all 
the  information  I  have.  I  didn't  know  a  lot  of  this 
stuff  wasn't  on  the  books  until  the  middle  of  1950, 
after  Touche,  Niven,  Bailey  and  Smart  went 
through  it. 

Q.  Mr.  Forster,  I  was  asking  you  what  infor- 
mation you  gave  him  at  the  end  of  the  year,  and 
you  mentioned  the  checks? 

A.    I  didn't  say  that;  oh,  no. 
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That  is  what  you  wanted  me  to  say,  I  think. 
You  have  been  going  around  on  the  deal.  I  told 
you  I  gave  Hicks  Taylor  all  the  information  I  have, 
and  all  the  information  he  asked  me  for,  and  that 
is  all  I  can  tell  you. 

Mr.  Le  Sourd:    It  is  recess  time. 
The  Court:    Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  mid-morning  recess.    The 
Court  calls  your  attention  to  the  admonition  [3087] 
given  to  you  on  similar  occasions,  and  asks  that  you 
heed  it  on  this  occasion.   You  may  now  be  excused. 
(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

(Whereupon,  at  11:02  o'clock  a.m.,  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  11:15  o'clock  a.m.  April  2,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court :    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 
Mr.  Griffin:    Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  LeSourd. 
Q.     (By  Mr.  LeSourd)  :    Mr.  Forster,  I  want  to 
get  this  matter  definite  now. 

As  to  these  checks  that  came  into  Issaquah  and 
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Alpine  which  you  received  from  Mr.  Erickson,  and 
put  into  your  savings  account  198,  did  you  give  Mr. 
Taylor  figures  on  those  at  the  end  of  the  year  to 
put  [3088]  in  the  return,  or  did  you  expect  him 
to  get  them  off  the  books? 

A.     I  didn't  give  him  the  figures  of  those  checks. 

Q.  Well,  did  you  expect  him  to  get  them  off  the 
books?  A.     I  figured  they  was  in  the  books. 

Q.  Then,  is  it  your  testimony  that  you  assumed 
that  those  checks  had  been  entered  on  the  books 
of  these  companies  despite  what  Mr.  Erickson  told 
you  when  he  gave  them  to  you  ? 

A.  He  didn't  say  that.  He  didn't  have  any  place 
to  put  them.  I  don't  know  if  they  didn't  keep  a 
record  of  it  or  not. 

Q.  Referring  again,  Mr.  Forster,  to  Defendants' 
Exhibit  A-62,  your  signed  and  sworn-to  interview 
here  in  this  Court  House  on  March  8,  1951,  with 
Mr.  Marx  and  Mr.  Eppler,  I  will  ask  you  if  these 
questions  were  put  to  you  and  you  made  these 
answers  ? 

Mr.  Griffin:     Number,  please? 

Mr.  Le  Sourd:     134. 

Q.  (By  Mr.  LeSourd  continuing):  '' Question: 
Will  you  then  explain  why  you  accepted  these  num- 
erous checks  arising  from  the  sale  of  dairy  products 
by  [3089]  the  corporation  and  deposited  them  in 
your  personal  savings  account  rather  than  insisting 
that  they  be  deposited  in  the  corporation's  bank 
account  ? 

"Answer:     When   those   individual   checks   were 
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brought  to  me  and  put  in  my  desk  drawer,  our 
office  manager,  Mr.  Erickson,  in  answer  to  my  ques- 
tion, what  the  checks  were  for,  told  me  he  did  not 
have  any  place  for  them  in  his  bookkeeping  system. 

"Question:  Did  he  say  that  he  did  not  know  how 
to  deposit  it  in  the  corporate  bank  account? 

*' Answer:    No." 

Mr.  Griffin:  If  the  Court  please,  I  object  to  this 
form  of  testimony.  It  hasn't  anything  to  do  with 
any  question  asked.  No  impeaching  question  was 
asked. 

Mr.  Le  Sourd:    If  your  Honor  please 

Mr.  Griffin:  (Interposing)  Heretofore,  I  have 
offered  the  full  exhibit,  but  I  must  object  to  this 
line  of  questioning,  just  excerpts  from  it.  All  or 
nothing,  unless  it  is  impeaching. 

Mr.  Le  Sourd :  If  your  Honor  please,  we  [3090] 
are  entitled  to  show  inconsistent  statements  made 
by  this  witness  prior  to  trial,  and  these  statements 
are  certainly  inconsistent  with  his  testimony  that 
he  did  not  know — that  he  believed  that  these 
amounts  were  in  the  corporate  books. 

The  Court :  Well,  the  question  of  whether  or  not 
they  are  may  be  impeaching,  I  think  is  probably 
a  question  for  the  Jury. 

Now,  as  to  other  questions,  there  may  be  other 
portions  of  that  that  may  be  admissible,  or  that 
may  be  read  to  insure  the  full  substance  of  the  par- 
ticular subject  is  covered,  but  I  don't  know  that 
that  would  permit  the  introduction  of  the  whole. 
Up  to  this  point,  the  Court  believes  that  the  ques- 
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tions  no^T  being  read  bv  Mr.  LeSourd  may  be  such 
as  should  be  heard  by  the  Jury  on  the  question  of 
impeachment,  and  you  may  continue. 

Mr.  Le  Sourd :    Thank  you,  your  Honor. 

The  Court:    If  there  is  something  further 

Mr.  Griffin:  (Interposing)  That  is  no  way  to  im- 
peach, if  the  Court  please. 

The  Court:  Are  you  taking  exception  to  the 
questions  read,  or  to  the  form? 

Mr.  Griffin:  Both  to  the  foiTii  and  to  the  ques- 
tions read  without  applying  the  Rule  of  Impeach- 
ment.  [3091] 

The  Court:  TTell,  what  is  the  preliminary  ques- 
tion here,  Mr.  Reporter? 

(TThereupon,  the  following  was  read  by  the 
Reporter:) 

"Question:  Then,  is  it  youi'  testimony  that  you 
assmned  that  those  checks  had  been  entered  on  the 
books  of  these  companies  despite  what  Mr.  Erick- 
son  told  you  when  he  gave  them  to  you?" 

Mr.  Le  Sourd:  There  was  another  question.  This 
is  part  of  a  question. 

Mr.  Griffin:  Yes,  but  what  he  is  reading  has 
to  be  based  on  a  question  he  asked. 

Mr.  Le  Sourd:  Certainly,  what  I  am  reading  is 
inconsistent  with  the  testimony  of  the  witness  in 
answer  to  the  last  few  questions. 

The  Court :  I  take  it  what  I  am  asked  to  inquire 
now  is:  you  must  ask  him  whether  he  testified  to 
these  matters? 

Mr.  Le  Sourd:    That  is  what  I  am  doinsr.   If  the 
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reporter  can  read  my  preliminary;  it  is  part  of  a 
question  I  am  asking,  if  he  didn't  say  this  at  this 
time  before  these  people. 

Mr.  Griffin:  Which  is  utterly  immaterial.  [3092] 
We  go  back  to  the  question  he  asked  for  which  this 
becomes  inconsistent. 

The  Court:  As  I  understand  now,  you  are  not 
reading  a  question.  You  are  stating  a  question  and 
using  this  to  assist  you  in  putting  the  question? 

Mr.  Le  Sourd:    That  is  correct,  your  Honor. 

Mr.  Griffin:  Oh,  no;  he  was  reading  questions 
and  answers.  We  have  to  go  back  to  his  original 
premise  to  even  make  this  admissible  in  any  such 
form  of  procedure,  notwithstanding  I  have  offered 
the  whole  thing.  We  do  object  to  endeavoring  to 
impeach  hy  simply  making  an  excerpt,  mthout  any 
basis  for  the  original  question.  That  is  funda- 
mental. 

The  Court:  I  think  the  form  is  probably  faulty. 
You  probably  should  re-state,  Mr.  LeSourd,  the 
substance  of  the  question  you  have  in  mind. 

Mr.  Le  Sourd:  Then  I  will  restate  a  prelimi- 
nary question  to  this,  your  Honor. 

Q.  (By  Mr.  LeSourd) :  Mr.  Forster,  is  the  only 
thing  that  Mr.  Erickson  said  to  you  when  he  gave 
you  these  checks  that  he  didn't  know — that  he  had 
no  place  to  put  them? 

A.     That  is  all  he  told  me,  yes. 

Q.  And  that  is  the  entire  statement  that  he  made 
to  you  about  it?  [3093] 

A.    Well,  it  wasn't  just  like  you  said  it  was — 
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numerous  checks — it  was  numerous  conversations 
about  it.  The  check  came  in  that  he  figured  he 
didn't  have  a  place  to  put,  and  he  put  it  on  my 
desk  or  in  my  desk  drawer  when  I  wasn't  there. 

Q.  Did  he  ever  tell  you  he  had  no  place  to  put 
it  in  his  bookkeeping  system? 

A.  I  suppose  that  is  what  he  meant  when  he 
said  he  had  no  place  to  put  them. 

Q.  He  said  he  had  no  place  to  put  them  in  his 
bookkeeping  system? 

A.  That  is  what  I  said  in  the  testimony  you 
read. 

Q.     Did  Mr.  Erickson  say  that  to  you? 

A.  I  remember  he  said  he  had  no  place  to  put 
them,  and  I  suppose  I  presumed  when  he  said  ''no 
place  to  put  it,"  he  meant  in  his  bookkeeping  sys- 
tem. I  don't  know  where  else  it  would  be.  He 
didn't  tell  me  that  he  didn't  record  them,  or  he 
didn't  tell  me  he  didn't  write  it  down. 

Q.  Well,  Mr.  Forster,  if  Mr.  Erickson  told  you 
he  had  no  place  to  put  them  in  his  bookkeeping 
system,  how  did  you  assume  that  they  were  in  the 
books  ? 

A.  I  didn't  know.  I  don't  know.  I  wouldn't 
know.  I  wouldn't  know  if  they  was  in,  or  wasn't 
in  [3094]  them.  He  said  he  had  no  place  to  put 
them,  and  put  them  in  my  desk,  and  if  I  wasn't 
there,  in  my  drawer.  It  was  the  odd  sales  he  had, 
like  casein  or  some  barrels  that  we  sold,  some  odds 
and  ends.    That  is  all  I  can  tell  you. 

Q.     So,  as  to  these  receipts,  you  didn't  give  Mr. 
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Taylor  any  figures  at  the  end  of  the  year,  and  you 

didn't  know  whether  they  were  in  the  books? 

Mr.  Griffin:    Objected  to  as  argumentative. 

Mr.  Le  Sourd:     Not  argumentative  at  all. 

Mr.  Griffin:  I  object.  It  is  argumentative  and 
a  compound  question. 

The  Court:     I  believe  it  is  compound. 

Mr.  Le  Sourd:    It  is  compound,  your  Honor. 

Q.  (By  Mr.  LeSourd  continuing) :  Then,  as  to 
these  receipts,  you  have  previously  testified  that  you 
did  not  give  the  figures  to  Mr.  Taylor  at  the  end  of 
the  year,  is  that  right? 

A.  You  are  bunching  everything  together  in  one 
lump.  On  a  lot  of  these  receipts,  I  told  Taylor 
about  it.    I  mentioned  it. 

Q.    You  mentioned  it? 

A.  That  is  right.  That  is  all  I  can  tell  you. 
You  said  "all  those  receipts";  there  is  a  lot  of 
those  [3095]  receipts  Taylor  knew  something  about. 
He  knew  something  about  the  cash  receipts.  I  didn't 
know  if  they  was  recorded  or  not,  but  he  knew  they 
Avas  going  into  my  savings  accounts,  those  ice  cream 
slips  during  that  period.  He  knew  about  casein  and 
about  the  checks  from  Apex  Farms.  I  talked  to 
him  about  it,  and  he  said  not  to  worry;  and  you 
are  trying  to  lump  them  together,  and  I  can't  lump 
it  together.  I  am  trying  to  tell  you  what  Taylor 
knew  and  didn't  know. 

Q.  Mr.  Forster,  didn't  you,  a  few  minutes  ago, 
tell  us  you  did  not  give  Taylor  the  figures  on  these 
receipts  at  the  end  of  the  year? 
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A.  I  told  Taylor  about  it  when  the  instances 
happened. 

Q.  Now,  I  am  asking  you  if  you  didn't  so  tes- 
tify a  few  minutes  ago*? 

A.  I  didn't  lump  them  together  at  the  end  of 
the  year.  How  could  I"?  I  didn't  keep  track  of  it 
myself.  I  don't  know  if  the  office  kept  track  of  it 
or  not.    I  never  asked  anybody. 

Q.  You  say  you  first  employed  Mr.  Kachlein  at 
the  end  of  February  or  the  first  of  March? 

Mr.  Griffin:     End  of  March. 

Q.  (By  Mr.  LeSourd  continuing) :  End  of 
March,  or  when;  or  when  [3096]  was  it  you  first 
employed  Mr.  Kachlein? 

A.    It  was  the  end  of  March,  1950. 

Q.  The  end  of  March,  1950.  Just  what  did  he  do 
for  you  between  that  time  and  the  end  of  April, 
1950? 

A.  Well,  Mr.  Taylor  took  me  down  there  to  him, 
just  like  I  said,  on  the  end  of  March,  and  that  is 
the  time  we  told  Mr.  Kachlein  about  getting — pay- 
ing for  the  Finstad  and  Utgard  stock,  and  we 
wanted  him  to  go  ahead  and  take  a  look  at  the  cor- 
poration and  try  to  put  the  stock  in  its  right  shape, 
and  get  the  minutes  up  to  date,  and  when  we  talked 
about  the  Finstad  and  Utgard  matter,  we  talked 
about  all  of  my  different  enterprises,  and  that  prob- 
ably took  about — after  we  got  through  there,  we 
probably  spent  one  hour,  or  an  hour  and  a  half, 
Mr.  Taylor  and  I  and  Mr.  Kachlein  together,  and 
he  went  ahead  and  either  got  ahold  of  Mr.  Croson 
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or  Mr.  Taylor  got  ahold  of  Mr.   Croson — I  don't 

know  how  it  happened,  and  they  worked  the  deal 

out. 

So  far  as  I  remember,  I  maybe  talked  to  him 
once  in  between  it,  or  after  that  part,  after  the 
latter  part  of  March  or  the  first  part  of  April  when 
we  started  to  work  on  the  Federal  Milk  Marketing 
Order.  I  was  Chairman  of  the  Puget  Sound  Han- 
dlers' [3097]  Committee,  and  we  had  the  Federal 
Milk  Marketing  Order  that  the  producers  called  in 
this  building  here,  in  the  Federal  Court;  we  had 
the  hearing  from  an  Examiner  from  Washington, 
D.C.,  from  the  Department  of  Agriculture,  and  Mr. 
McFarland,  who  was  attorney  for  the  Foundation 
in  Washington,  D.C.,  was  retained  by  me  as  Chair- 
man of  the  Federal  Milk  Marketing,  or  rather,  for 
the  Puget  Sound  Handlers'  Committee. 

So,  when  Mr.  McFarland  came  out  here,  he  said 
if  we  could  give  him  any  assistance  from  some  at- 
torneys from  different  firms  in  town — and  he  didn't 
know  too  much  about  the  situation  here — he  knew 
something  about  the  Federal  Milk  Marketing  Or- 
der, but  not  about  the  exact  difficulties  we  had  in 
this  market. 

So,  we  met,  and  the  Carnation  Company  brought 
their  attorney  up  from  Los  Angeles,  and  I  think 
Bob  Palmer's  company  represented  Arden  Farms, 
and  I  talked  to  Mr.  Kachlein  and  he  said  it  would 
be  a  matter  that  probably  Bob  Graham  could  help 
me  on,  and  so  I  talked  to  Bob  Graham,  and  I  told 
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him   represent  my   company   at   that   time   in   the 

Federal  Milk  Marketing  area. 

Q.  When  was  this  you  talked  to  Mr.  Kachlein 
about  the  Milk  Marketing  Order?  [3098] 

A.  I  think  it  was  jorobably  either  in  the  first 
part  of  April  or  middle  of  April. 

Q.  And  did  you  talk  to  Mr.  Kachlein  any  more 
before  talking  to  him  about  this  investigation? 

A.  I  talked  to  him  about  it  when  I  got  the  call 
from 

Q.  (Interposing)  Prior  to  that  time,  had  you 
had  any  other  dealings  with  Mr.  Kachlein  other 
than  what  you  have  told? 

A.  I  don't  think  so.  I  don't  know  if  I  had  any 
other  conversations,  but  I  remember  specifically 
the  thing  with  Bob  Graham,  and  of  course,  after 
that  when  Mr.  Marx  called  me. 

Q.  Now,  Mr.  Marx  called  you,  I  think  that  was 
about  April  21st,  wasn't  it? 

A.     I  would  think  so;  something  like  that,  yes. 

I  thought  it  was  a  little  bit  earlier  than  that,  but 
Mr.  Marx  made  note  of  it,  so  I  suppose  that  was  it. 

Q.  After  his  call,  when  did  you  talk  to  Mr. 
Kachlein  about  it? 

A.     After  I  talked  to  Mr.  Taylor. 

Q.  Well,  when  was  it  you  talked  to  Mr.  Kach- 
lein about  it? 

A.  Well,  between  probably  a  couple  of  [3099] 
days  later — if  the  date  of  the  21st  was  correct  that 
Mr.  Marx  called  me,  and  I  called  Mr.  Taylor  and 
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he  told  me  to  tell  them  to  jump  in  the  lake,  or  go 

to  hell,  so  I  said 

Q.  (Interposing)  There  was  a  conference  on 
April  26th,  I  believe,  that  has  been  testified  to  with 
Mr.  Marx?  A.     That  is  right. 

Q.  Between  the  time  Mr.  Marx  called  you  and 
that  April  26th  conference,  how  many  times  did  you 
talk  to  Mr.  Kachlein  about  this  matter? 

A.  I  probably  talked  to  him  a  couple  of  times 
on  it.  I  know  I  talked  to  him  once  after  I  talked 
to  Taylor,  and  Hicks  Taylor  said  he  was  going  to 
be  sentenced  within  a  couple  of  days  from  that  time, 
and  when  I  talked  to  Mr.  Marx,  I  mentioned  it  to 
him,  and  he  said,  "I  don't  think  Taylor  would  want 
to  work  with  me,  because  I  am  the  fellow  that  got 
him — investigated  him,  and  you  know  that  he  is 
going  to  be  sentenced." 

So,  I  told  him  I  was  just  at  a  loss,  I  didn't  nave 
any  accountant,  and  "I  couldn't  tell  you."  As  far 
as  I  knew,  Taylor  told  me  once  before  we  was 
checked  clear  to  1946  and  he  said,  ''Well,  I  don't 
want  to  just  go  into  1946 ;  I  want  to  take  a  look  at 
all  your  books."  And  I  said,  "I  am  at  a  loss.  I 
can't  tell  [3100]  you  at  the  present  time,"  and  he 
said,  "That  is  all  right." 

And  I  told  him  that — when  I  told  him  I  was 
going  to  talk  to  Taylor,  that  is  the  answer  he  gave 
me,  and  I  said,  "I  had  better  talk  to  my  attorney 
about  it,"  so  between — from  that  time  on,  I  prob- 
ably talked  to  Mr.  Kachlein  a  couple  of  times. 
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Q.  Was  that  at  Mr.  Kachlein's  office,  or  by  tele- 
phone ? 

A.  I  think  it  was  mostly  by  telephone.  I  don't 
think  I  was  in  Mr.  Kachlein's  office  until  the  26th. 
I  think  I  talked  to  him  about  it,  and  Mr.  Marx  said, 
Avhen  I  told  him  I  didn't  have  any  accountant — I 
don't  know  if  he  said  I  should  get  one  or  not,  but 
anyway,  when  I  talked  to  Mr.  Kachlein,  he  said 
he  would  talk  it  over  with  Mr.  Taylor  there  in 
Tacoma  when  he  was  being  sentenced ;  so  he  thought 
about  it,  and  after  he  came  back,  he  said  he  would 
talk  it  over  with  Mr.  Taylor  and  Hicks  told  him — 
they  talked  about  two  or  three  different  firms  that 
we  should  have,  and  he  said  Mr.  Taylor  recom- 
mended Mr.  Tremper's  office  as  being  one  of  the 
best  and  that  is  why  that  meeting  on  the  26th,  and 
I  got  ahold  of  Mr.  Tremper  and  he  brought  Mr. 
x\lkire  along,  and  I  guess  Mr.  Kachlein  got  ahold 
of  Mr.  Marx,  and  he  was  in  the  [3101]  office. 

Q.  Had  you,  before  the  meeting  on  April  26th, 
at  Mr.  Kachlein's  office,  told  Mr.  Kachlein  that 
there  might  be  errors  in  your  return? 

A.  No.  I  wouldn't  know  if  there  was  any.  In 
fact,  we  never  talked  about  it. 

Q.  Had  you,  before  that  meeting  on  April  26th, 
told  Mr.  Kachlein  that  Mr.  Taylor  had  done  sloppy 
accounting  work  on  your  books? 

A.  I  always  considered  Mr.  Taylor  one  of  the 
best  accountants  in  this  State.  I  wouldn't  know  if 
it  was  sloppy  accounting  work.  I  couldn't  tell  you 
it  was  good,  until  I  got  in  this  trouble.  Now  I  know 
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the  difference,  of  course,  but  I  never  told  him  about 

any  sloppy  accounting  by  anybody. 

Q.  Do  you  recall  Mr.  Marx's  testimony  here  that 
on  April  26th,  at  Mr.  Kachlein's  office,  before  you 
arrived,  Mr.  Kachlein  told  Mr.  Marx  that  if  there 
were  any  errors  in  your  returns,  it  was  due  to  Tay- 
lor's sloppy  accounting? 

A.  Well,  just — I  heard  him  testify  to  that,  ]3ut 
I  wasn't  at  the  meeting,  so  I  wouldn't  know  what 
the  conversation  was. 

Q.  Well,  this  statement,  then,  was  Mr.  Kach- 
lein's own  idea,  so  far  as  you  know?  [3102] 

A.  Well,  if  he  made  it,  I  didn't  tell  him  about  it. 
I  wouldn't  have  known.  I  figured,  until  the  ac- 
countants actually  got  into  it — even  after  April 
26th,  it  was  quite  a  bit  later  when  all  this  stuff 
came  to  light  that  they  brought  out. 

Q.  Yes;  well,  now,  did  Mr.  Kachlein  thereafter 
suggest  to  you  that  your  best  defense  was  to  at- 
tempt to  blame  everything  on  Mr.  Taylor? 

A.     He  never  said  such  a  thing. 

Q.  By  August  29th,  you  were  asserting  to  the 
Agents  that  any  errors  were  Taylor's  fault? 

A.  Well,  by  August  29th,  we  certainly  found  a 
lot  of  stuff  that  looked  like  he  made  a  mess  out  of 
it. 

Q.  Then,  was  this  defense  of  blaming  this  on  to 
Taylor  your  idea,  or  suggested  by  your  attorney? 

A.  It  wasn't  anybody's  at  that  time,  suggestion, 
either  by  Mr.  Kachlein  or  the  accountants  or  my- 
self, to  blame  it  on  to  Mr.  Taylor  at  that  time. 
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Q.     Was  it  your  idea  ? 

A.  No,  of  course,  not.  I  don't  know  how  I  could 
blame  anybody.  I  think  the  record  shows  by  itself 
what  kind  of  a  mess  he  made  out  of  it. 

Mr.  Le  Sourd:    That  is  all. 

The  Court:    Mr.  Keesling?  [3103] 

Cross  Examination 

Q.  (By  Mr.  Keesling) :  Mr.  Forster,  there  are, 
I  believe,  about  eight  different  enterprises  in  the 
Forster  enterprises  that  we  have  talked  about  here? 

A.  I  would  think  so;  either  own  them  all  or 
part  of  them,  yes. 

Q.  And  each  of  those  enterprises  has  its  own 
clerical  staff,  does  it  not? 

A.     That  is  right. 

Q.     At  Apex  Farms,  it  was  Mr.  Keck? 

A.     That  is  right,  yes. 

Q.  And  up  at  Finstad  and  Utgard,  it  was,  at 
one  time  at  least,  Mrs.  Simonson?  A.    Yes. 

Q.  And  then  at  Simonson  and  Forster,  that  is 
at  Puyallup,  I  believe  one  of  those  you  testified  to 
here  was  a  Mrs.  Buchanan? 

A.  They  changed  girls.  They  only  had  one  girl 
in  the  office. 

Q.  Arctic  Gardens,  which  later  became  Alpine — 
I  believe  Mr.  Taylor  did  work  for  that? 

A.     That  is  right. 

Q.    And  did  he  do  the  work  for  Hub  City  Drug? 

A.  I  don't  know.  I  think  he  made  the  monthly 
statements  [3104]  for  Hub  City  Drug. 
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Q.  Did  Hub  City  Drug  have  a  separate  clerical 
stafe?  A.    Yes. 

Q.  Renton  Ice  and  Ice  Cream  had  Mr.  Schnei- 
der, and  was  there  a  girl  there  in  the  office? 

A.     Yes,  Mrs.  Richards. 

Q.  Now,  at  Issaquah,  there  was  an  office  of  ap- 
proximately four  people,  an  office  force,  including 
Mr.  Erickson,  and  sometimes  you  would  have  more  ? 

A.  Oh,  maybe  during  the  flush  periods  in  the 
summer  months  an  extra  girl  for  two  or  three 
months. 

Q.  Then,  as  I  understand  it,  at  Alpine  Dairy 
they  had  the  largest  clerical  staff  of  all;  there  were 
some  thirty  persons  there? 

A.  Yes;  that  is,  Alpine  Ice  Cream  was  in  the 
same  office,  too. 

Q.  Now,  is  it  correct  that  Alpine  Dairy  with  its 
thirty  persons  would  be  the  largest  clerical  staff 
of  all? 

A.  Well,  I  would  say  that  they  probably  had 
more  than  all  the  rest  of  them  put  together. 

Q.  And  the  next  in  line  would  be  Issaquah  with 
its  four  or  five? 

A.     No,  I  think  next  in  line  would  be  Apex. 

Q.     Next  in  line  would  be  Apex? 

A.     Oh,  yes. 

Q.     Well,  what  would  the  next  in  line  be? 

A.    I  w^ould  say  Issaquah,  then. 

Q.  And  then  would  the  remainder  be — there 
would  be  exceptions — where  there  was  one  girl,  or 
maybe  two  persons?  A.     That  is  right. 
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Q.  Now,  Mr.  Moriarty  made  a  remark  that  cleri- 
cal dif&culties  came  up  at  Issaquah. 

Is  it  true  that  at  least  in  some  instances  where 
the  other  particular  offices,  clerical  staff  didn't  know 
what  to  do  with  an  item,  they  would  forward  it  to 
Issaquah  ? 

A.  Well,  I  would  think  that  was  especially  true 
with  Alpine  Dairy. 

Q.  Of  course,  Time  Oil  receipts,  they  just  sent 
them  all  up  to  Issaquah?  A.     That  is  right. 

Q.  And  Mr.  Erickson  was  in  charge  of  the  cleri- 
cal AYork  at  Issaquah? 

A.     That  is  right;  in  charge  of  the  office. 

Q.  Now,  Mr.  Erickson — incidentally,  before  we 
leave  Apex  Farms,  is  it  correct  that  on  the  Equali- 
zation checks,  Mr.  Erickson  got  the  figures  from 
Consolidated  [3106]  as  to  the  amount  of  milk 
shipped,  and  then  he  passed  those  figures  on  to  Mr. 
Keck,  who  did  the  work  of  working  out  the  Equali- 
zation checks? 

A.  Yes,  I  think  Mr.  Erickson — I  know  that  is 
where  he  got  the  sales. 

Q.     In  other  words,  the  base  figures? 

A.  From  the  base  he  got  from  Consolidated,  be- 
cause that  is  where  the  bases  came  from. 

Q.  Mr.  Erickson  was  not  a  stockholder  in  any 
of  your  enterprises,  was  he? 

A.     No,  he  wasn't. 

Q.  And  he  was  not  an  officer  in  any  of  the  enter- 
prises? A.    No,  he  wasn't. 
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Q.  And  he  did  not  share  in  any  of  the  profits, 
did  he?  A.    No,  he  didn't. 

Q.    He  was  a  salaried  employee? 

A.  That  is  right.  He  didn't  participate  in  any 
losses,  either. 

Q.  He  didn't  share  in  profits  or  losses.  He  was 
an  employee  on  a  salary.  Now,  Mr.  LeSourd  has 
asked  you,  was  he  working  for  you?  Actually,  is  it 
not  true  that  he  was  an  employee  of  Issaquah 
Creamery,  the  corporation?  [3107] 

A.     That  is  right. 

Q.     He  was  not  employed 

A.     (Interposing)  His  only  pay  came  from 

Q.     (Interposing)  He  was  on  that  payroll? 

A.     He  was  on  that  payroll,  yes. 

Q.  And  he  was  not  an  employee  of  Alpine 
Dairy?  A.     No. 

Q.  And  he  was  not  an  employee  of  you  person- 
ally? And  he  was  not  an  employee  of  any  of  the 
other  various  enterprises?  A.     That  is  right. 

Q.  In  the  sense  of  using  the  language  that  he 
worked  for  you,  it  could  be  said  he  worked  for  you 
in  that  you  owned  all  of  the  stock  in  Issaquah 
Creamery  Company,  the  corporation;  you  were  the 
president  ? 

A.  He  worked  for  me  just  like  the  other  three 
hundred  people  did  that  worked  for  me. 

Q.     I  didn't  get  the  last. 

A.  I  said,  in  the  same  sense  as  the  other  three 
hundred  people  that  worked  for  me,  on  my  payroll. 

Q.     He  wasn't  taken  into  any  of  your  confidences 
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as  to  how  you  run  the  business  ?  He  may  have  fur- 
nished you  figures  in  any  month,  the  same  as  any 
other  department  heads  of  production  or  sales;  he 
didn't  enter  into  any  of  the  decisions  on  the  policy 
level,  that  is,  [3108]  the  over-all  policy  of  how  to 
run  your  business'?  A.     No. 

Mr.  Keesling:    I  have  no  further  questions. 

The  Court:  Mr.  Moriarty,  do  you  wish  to  cover 
the  matter  covered  by  the  other  defendants? 

Mr.  Moriarty:  I  think  Mr.  Griffin  should  con- 
clude. 

Mr.  Griffin:  I  think  your  other  cross  should 
come  next. 

Mr.  Moriarty:    Very  well. 

Cross  Examination 

Q.  (By  Mr.  Moriarty) :  Mr.  Forster,  you  dis- 
cussed v/ith  Mr.  Jones  and  Mr.  Donaldson  and  Mr. 
Strack  in  connection  with  the  separation  of  the  Al- 
pine from  the  Issaquah  Creamery  Company? 

A.  Well,  I  mentioned  that  I  was  called  into  the 
conference  with  Mr.  Jones.  I  don't  know  if  it  was 
once  or  twice,  but  I  can  recall  at  least  once,  to  come 
and  sign  some  papers.  That  is  all.  Mr.  Strack  or 
Mr.  Donaldson  wasn't  at  that  conference.  It  was 
just  Mr.  Taylor  and  Mr.  Jones. 

Q.  Wasn't  the  principal  purpose  of  meeting 
with  Mr.  Jones  to  discuss  the  tax  situation  and  the 
savings  that  could  result  from  this  separation? 

A.     I  didn't  have  anything  to  do  wdth  that  end. 

Q.    Well,  did  T  misunderstand  you  in  connection 
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with  your  testimony  that  Mr.  Taylor  had  discussed 
the  question  of  taxes,  and  that  he  had  suggested 
Mr.   Jones   as  a  party  knowing   something  about 
those  tax  problems? 

A.  Well,  but  that  wasn't — I  know  he  retained 
Mr.  Jones  to  talk  over  tax  problems,  but  as  far  as 
I  know,  that  didn't  have  anything  to  do  with  the 
separation  of  the  deal. 

Q.  Well,  what  did  Mr.  Jones  advise  about  or 
what  did  Mr.  Taylor  tell  you  Mr.  Jones  was  ad- 
vising about? 

A.  Well,  at  the  time  I  came  in  there,  the  papers 
were  made  up,  and  as  far  as  I  know,  I  signed  the 
papers  the  way — on  the  separation  that  they  made, 
Alpine  from  Issaquah.  Why  they  proposed  it,  what 
I  understood,  they  tried  to  make  two  separate  busi- 
nesses out  of  it,  in  case  I  would  want  to  get  rid  of 
the  manufacturing  part,  or  the  fresh  milk  part.  It 
would  be  easier  to  sell  either  one  than  all  together, 
but  I  wasn't  in  any  conference  when  the  tax  prob- 
lem was  discussed,  if  there  was  any  discussion 
about  it. 

Q.  I  am  not  talking  about  the  time  you  signed 
the  papers.  I  am  talking  about  the  time  that  Mr. 
Taylor  [3110]  and  you  discussed  the  necessity  of — 
or  discussed  the  matter  with  Mr.  Jones  on  the  tax 
matter,  as  I  recall  your  testimony. 

Mr.  Griffin:  Just  a  moment.  I  object  to  the  form 
of  that  question.  He  didn't  testify  he  ever  had  any 
conversation  with  Mr.  Jones  on  tax  matters. 
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Mr.  Moriarty:  I  think  you  misunderstand  my 
question,  Mr.  Griffin. 

Q.  (By  Mr.  Moriarty  continuing) :  What  dis- 
cussion did  Mr.  Taylor  have  with  you  about  Mr. 
Jones  being  called  in  in  connection  with  tax  mat- 
ters'? A.     Well,  Mr.  Taylor  told  me 

Q.     (Interposing)  That  is  what  I  want. 

A.     (Continuing)     ^when    we    retained    Mr. 

Jones,  that  he  wanted  to  discuss  tax  matters  with 
Mr.  Jones,  but  he  didn't  say  it  had  anything  to  do 
with  the  separation  of  Alpine  Dairy. 

Q.  Wasn't  that  the  paper  you  signed  in  Mr. 
Jones'  office,  the  separation  of  Alpine  from  Issa- 
quah  ? 

A.  Oh,  yes:  but  they  had  other  things  to  talk 
about. 

Q.    Well,  what  did  you  talk  about? 

A.  Well,  we  talked  about  the  separation  of  Al- 
pir.f^  from  Issaquah  Creameiy,  but  the  tax  prob- 
lem, so  [3111]  far  as  I  was  concerned,  never  came 
up  in  the  discussion  T  had. 

O.  Worn  you  thinldng  about  selling  Issaquah 
in  1940? 

-.  Wo  didn't  know  that  if  we  maybe  want  to 
FOil  Abiine  Dairy. 

Q.  Answer  my  question,  Mr.  Forster.  Were  you 
thinkinf;'  about  sellinc:  Tssaquah  in  1940? 

A.  Well,  I  suppose,  if  we  could  have  got  enough 
money,  T  would  have  sold  either  one. 

O.  Wpto  yon  then  thinkins:  of  selling  Tssaquah 
r>  in^^^-^  A.     Well,  wo  talked  about  it. 
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Q.     All  right ;  then  what  was  the  purpose  of  tak- 
ing Alpine  out  of  Issaquah?   It  was  to  save  taxes? 

A.     Not  as  far  as  I  knew. 

Q.    You  were  not  interested  in  what  it  cost  you 
in  taxes'?  A.     Interested  in  what? 

Q.    What  taxes  cost  you? 

A.     Of  course,  I  was  interested  in  what  taxes  cost 
me,  just  like  anybody  else. 

Q.     Now,  when  you  talked  with  Mr.  Taylor 

A.     (Interposing)   Yes. 

Q.     (Continuing) about  the  separation,  if  my 

memory  [3112]  serves  me  correctly,  he  said  that 
Mr.  Jones  was  familiar  with  tax  problems  in  this 
separation  ? 

A.  That  wasn't  the  same  conversation.  You  are 
pushing  both  of  them  together. 

Q.     Well,  let's  get  the  one  that  had  taxes. 

A.  All  right.  The  conversation  that  Mr.  Taylor 
and  I  had  was  before  1940.  I  can't  tell  you  exactly. 
You  asked  me — somebody  asked  me  the  question  be- 
fore about  attorneys,  and  I  told  you  that  we  had 
engaged  Jones  and  Bronson,  Mr.  Jones,  and  I  told 
you  why — that  Mr.  Taylor  said  that  they  was  tax 
experts,  and  sometimes  he  needed  some  advice,  and 
some  guidance  on  it,  and  that  is  the  reason  he  wants 
to  hire  them.  I  don't  know.  The  record  should 
show  when  we  hired  Mr.  Jones.  I  am  sure  it  was 
quite  a  bit  before  1940.  And  it  didn't  have  nothing 
to  do  with  the  separation  of  Alpine  Dairy  from 
Issaquah  Creamery  Company. 

Q.     Was  that  the  service  Mr.  Jones  performed 
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for  you  the  day  you  went  down  and  signed  the 

papers  ? 

A.  They  do  a  lot  of  other  things.  I  don't  know 
what  the  talk  was  with  Mr.  Taylor ;  in  fact,  I  think 
we  had  him  on  a  retainer,  pay  him  so  much  a 
month. 

Q.  Then  you  had  an  attorney  from  1940,  Mr. 
Jones  of  Jones  and  Bronson? 

A.    I  did  what?  [3113] 

Q.  You  had  an  attorney  during  all  these  times 
on  retainer? 

A.  I  think  Mr.  Taylor  conferred  with  him,  yes. 
I  think  he  had  Grill,  who  is  in  the  same  office. 

Q.     That  is  the  firm,  isn't  it? 

A,     That  is  right. 

Q.    And  you  had  them  from  1940? 

A.  Well,  I  can't  tell  you.  The  records  should 
show. 

Q.  Well,  I  am  asking  you  now  for  your  recol- 
lection. 

A.  I  can't  recollect  it.  I  know  it  was  before  1940 
that  we  employed  him. 

Q.  Can  you  add  anything  further  to  any  con- 
versations that  Mr,  Taylor  had  with  you  about  Mr. 
Jones  and  tax  matters  ?  A.    No. 

Q.  You  didn't  inquire  anything  further  other 
than  Mr.  Jones  was  a  tax  expert? 

A.  Well,  he  said  that  Mr.  Jones  was  handling 
the  matter 

Q.    (Interposing)    Of  taxes? 

A.    (Continuing)     in  making  the  separation. 
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That  probably  was  maybe  a  couple  of  years  before 
that  the  separation  came  along.  It  didn't  have  noth- 
ing to  [3114]  do  with  it  as  far  as  I  knew.  It  didn't 
have  nothing  to  do  with  it. 

Q.  Wasn't  it  about  this  time  that  the  corporate 
taxes  l^egan  to  rise,  or  do  you  recollect  anything 
about  that? 

A.  I  don't  even  know  what  the  corporate  taxes 
are  today,  or  what  they  was  a  year  ago,  or  in  1940 
or  1930.  I  heard  more  about  it  the  last  two  months 
than  I  have  for  the  last  twenty  years. 

Q.  Did  you  read  the  daily  newspapers  during 
this  period?  A.     To  which? 

Q.     During  the  period  of  1940  to  1950? 

A.  Well,  as  much  as  I  had  time.  Probably  read 
the  sports  section. 

Q.  Did  you  read  in  those  papers  anything  about 
the  increase  in  individual  taxes  and  corporation  in- 
come taxes? 

A.  I  wouldn't  know.  If  you  can  recall  fourteen 
years  ago  what  happened,  I  wouldn't  know. 

Q.  Did  you  read  just  a  few  days  ago  about  the 
tax  bill  being  passed  and  the  excise  taxes  being 
reduced  ? 

Mr.  Griffin:     Objected  to  as  immaterial. 

The  Court:    Objection  sustained.  [3115] 

Q.  (By  Mr.  Moriarty) :  Do  you  recall,  in  1945, 
or  '46  or  '47  or  '48,  ever  reading  about  the  debates 
in  the  Congress  about  the  taxes? 

Mr.  Griffin:  Just  a  moment,  if  the  Court  please. 
That  assmnes  something  not  in  evidence. 
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Mr.  Moriarty:    It  is  inquiring. 

Mr.  Grifiin:  Well,  it  assumes.  It  is  not  proper 
cross.  I  object.  It  is  not  proper  recross  examination, 
and  assumes  something  not  in  evidence.  It  assumes 
a  fact  not  in  existence. 

Mr.  Moriarty:  I  am  testing  the  answer  that  the 
party  has  given  me  as  to  Mr.  Jones  in  tax  matters. 

Mr.  Griffin:  I  doubt  that  anybody  in  this  court- 
room could  testify  honestly  that  they  read  about 
debates  in  the  Congress. 

Mr.  Moriarty:    Then  I  will  ask  this  question: 

Q.  (By  Mr.  Moriarty  continuing)  :  During  this 
period  of  time,  Mr.  Forster,  from  1945  to  1949,  in 
your  reading,  did  you  or  did  you  not  read  that  taxes 
on  income  and  corporations  were  going  up  % 

A.  I  don't  know  if  I  read  about  it  or  not,  but 
as  far  as  I  was  concerned,  it  never  bothered  me,  or 
never  entered  my  head,  because  Taylor  handled  all 
my  [3116]  tax  matters,  and  as  far  as  I  was  con- 
cerned, he  didn't  tell  me  if  we  paid  thirty-five  per- 
cent, forty-five  percent,  or  fifty-five,  no  matter  what 
the  percentage  was. 

Q.     I  thought  you  had  to  pay  the  bill? 

A.     That  is  right. 

Q.     It  didn't  make  any  difference? 

A.  YvHiatever  I  had  to  pay,  I  had  to  pay,  and  if 
ne  told  me  what  it  was,  that  was  it,  period. 

Q.     Now,  we  will  pass  that  subject. 

Why  did  you  object  so  much  in  1949  about  the 
income,  if  it  didn't  make  any  difference  to  you 
about  what  taxes  you  paid? 
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A.  I  didn't  tell  you  it  didn't  make  any  difference 
to  me.  I  told  you  that  I  wanted  to  pay  the  right 
share  of  taxes,  and  in  1949,  when  the  amount  with 
the  same  amount  of  sales  was  three  times  as  much 
as  the  previous  year,  I  told  him,  "You  better  go 
and  try  to  refigure  it."  If  he  camie  back  with  the 
same  figure,  it  wouldn't  make  any  difference,  what- 
ever the  thing  would  have  been. 

Q.  Mr.  Forster,  I  am  handing  you  Plaintiff's 
Exhibit  13,  which  is  the  income  tax  of  Issaquah 
Creamery  Company  for  1948,  and  I  will  ask  you  to 
read  the  gross  sales  of  that  year,  as  it  appears  on 
that  return.  [3117]  A.     $2,515,731.64. 

Q.  And  now,  I  will  ask  you  to  read  what  ap- 
pears on  page  14,  which  is  the  return  for  the  year 
1949  of  the  Issaquah  Creamery  Company. 

A.     $2,359,544.27. 

Q.  So,  your  gross  sales  were  considerably  lower 
in  1940 

A.     (Interposing)    nine. 

Q.    (Continuing)     Then  they  were  in  1948? 

A.  That  is — well,  I  would  say  one  hundred  fifty 
thousand  dollars  out  of  two  and  one-half  million. 

Q.  And  your  cost  of  sales  remained  approxi- 
mately the  same,  or  were  they  lower  ? 

A.  Cost  of  sales  were  two  thousand  dollars 
lower. 

Q.     In  what  year?  A.     In  1949. 

Q.  So  that  your  comparison  of  1948  and  1949 
weren't  reflected  in  the  income  tax  returns? 

A.     You  say  they  weren't  reflected? 
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Q.     Yes. 

A.     I  think  they  definitely  are. 

Q.  Did  I  understand  that  in  1949  when  you  were 
discussing  the  matter  with  Mr.  Taylor  that  you 
objected  to  it  because  it  was  'way  out  of  line  with 
1948;  or  am  [3118]  I  mistaken? 

A.  It  was  as  far  as  the  profits  was  concerned. 
I  didn't  say  anything  about  the  sales  out  of  line. 
In  fact,  I  think  the  sales  w^as  close. 

I  think  on  two  and  one-half  million  dollars  sales 
the  difference  of  one  hundred  fifty  thousand  dollars 
— I  don't  think  is  such  a  big  percentage. 

Q.     You  don't? 

A.     Well,  it  is  around  five  or  six  percent. 

Q.  Did  I  understand  you  correctly,  when  you 
were  discussing  it  with  Mr.  Taylor,  in  this  famous 
gathering 

A.  (Interposing)  I  don't  know  what  was  famous 
about  it. 

Mr.  Griffin:    Object  to  the  form. 

Mr.  Moriarty:     I  will  withdraw  it. 

Q.  (By  Mr.  Moriarty  continuing)  :  In  this  meet- 
ing in  early  1950,  when  all  of  the  papers  were  there, 
you  were  comparing  the  1948  with  1949  and  object- 
ing because  they  were  out  of  line  with  it? 

Mr.  Griffin:  Object  to  the  form  of  the  question. 
No  one  said  all  of  the  papers  were  there.  [3119] 

Q.  (By  Mr.  Moriarty  continuing)  :  Well,  then, 
that  the  totals  were  known  to  you  and  the  totals  that 
Mr.  Taylor  was  presenting  to  you  were  at  a  vari- 
ance; am  I  correct  in  that  statement? 
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A.    Well,  repeat  it.  I  don't  know. 

Q.     Or  do  you  recall  that? 

The  Court:    Do  you  want  the 

A.  I  will  recall  if  you  put  the  question  so  that 
I  can  answer  it. 

Q.  (By  Mr.  Moriarty)  :  All  right ;  in  1950,-1 
recall  your  testimony  here — after  the  returns  for 
1949  were  in,  Eriekson  and  Taylor  and  you  had 
a  meeting,  and  a  dispute  arose,  or  a  discussion 
arose,  as  to  the  fact  that  1949  was  'way  out  of  line ; 
do  you  recall  that? 

Mr.  Griffin:  Just  a  moment.  I  object  to  the  form 
of  the  question.  The  witness  testified,  No.  1,  that 
it  was  no  meeting;  No.  2,  Eriekson  was  not  there. 

Mr.  Le  Sourd:  To  the  contrary,  he  said  this 
morning  Eriekson  was  not  there. 

Mr.  Moriarty:  They  are  eliminating  so  many  I 
will  rephrase  the  question  to  suit  everybody. 

Q.  (By  Mr.  Moriarty  continuing)  :  Was  there  a 
meeting  in  1949  with  Taylor  about  the  income  in 
1949?  [3120] 

A.  Well,  I  told  you  he  came  out  there  to  go 
over  the  books  and  talk  over 

Q.  (Interposing)  What  was  the  date  of  that 
meeting  ? 

A.     I  can't  tell  you  the  date  of  that  meeting. 

Q.  Was  there  a  meeting  at  which  some  dispute 
arose  between  yourself  and  Mr.  Taylor  and  anyone 
else  that  was  present? 

A.  It  wasn't  a  dispute.  I  just  told  him  to  go  and 
take  a  look  at  the  figures  again,  because  the  way  it 
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looked  to  me,  the  figures  were  out  of  line  with  the 

sales. 

Q.    A  discussion? 

A.  (Continuing)  And  the  profits  were  out  of 
line  with  the  sales,  and  for  him  to  try  to  take  a  look 
at  the  figures. 

Q.  Why  did  you  decide  the  figures  were  out  of 
line? 

A.  Well,  I  think  I  have  mentioned  it  to  Mr.  Le 
Sourd,  and  I  can 

Q.    (Interposing)     Mention  it  again. 

A.    (Continuing)     mention  it  again. 

In  the  month  of  November,  I  think  we  showed  a 
loss  of  around  nine  thousand  dollars,  or  some  place 
around  there,  and  Mr.  Taylor  told  me  that  it  prob- 
ably [3121]  showed  a  profit  between  twenty- two  and 
twenty-five  thousand  dollars  in  the  month  of  Decem- 
ber. I  just  can't  exactly  give  you  the  right  amount. 

Q.     Will  you  fix  the  date  of  that  conversation? 

A.     I  can't  fij^  the  date. 

Q.     Was  it  in  December,  1949,  or  January,  1950? 

A.     It  was  in  January,  1950. 

Q.  All  right;  who  was  present  besides  Mr. 
Taylor  and  yourself? 

A.  The  discTission  we  had,  it  was  discussion  be- 
tween Taylor  and  I. 

Q.  Had  Erickson  been  in  the  meeting  at  any 
time  ? 

A.  It  wasn't  a  meeting.  The  offices  were  one- 
third  of  this  courtroom,  or  one-fourth  of  it,  and  he 
sat  in  the  other  office,  and  I  sat  in  the  one  and 
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Taylor  brought  the  figures  in  and  we  went  over  it 

in  the  afternoon. 

Q.  Was  Erickson  in  the  office  during  this  dis- 
cussion ? 

A.  He  wasn't  in  my  office.  The  discussion  was — 
as  far  as  I  remember,  between  Taylor  and  myself. 

Q.  All  right,  who  had  given  you  the  informa- 
tion about  the  nine  thousand  dollars'?  [3122] 

A.     Taylor  did. 

Q.     When  did  Taylor  give  you  this  information? 

A.  He  sent  me  my  statement  out  in  the  month 
of  November. 

Q.     You  had  the  statement  with  you  then? 

A.  No,  but  he  had  it  in  the  books.  He  kept — 
he  had  his  working  sheets  along  for  the  previous 
months  and  he  had  the  ledger  along,  where  he  had 
his  sales.  I  don't  know  anything  about  the  books, 
but  he  had  information  about  sales  for  the  previous 
year. 

Q.  I  understand  that  Taylor  at  that  time  in- 
sisted that  this  was  the  profit  and  you  insisted  it 
wasn't  ? 

Mr.  Griffin:    No. 

A.     That  is  what  Mr  Le  Sourd  said,  yes. 

Mr.  Griffin:  Just  a  moment.  I  object  to  the  form 
of  the  question.  I  can't  help  what  counsel  under- 
stands. That  is  clearly  outside  of  the  evidence. 
There  was  no  such  testimony  in  this  case  of  insist- 
ing. We  spent  one  hour  on  it  before.  The  entire 
testimony  was  that  he  suggested  to  Taylor  that 
something  was  wrong. 
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Mr.  Moriarty :    I  concede  counsel's  statement  that 
it  isn't  in  the  record- 
Mr.  Griffin:    You  don't  mean  "concede".   [3123] 

Mr.  Moriarty:    I  withdraw  "concede". 

(Whereupon,  Mr.  Moriarty  and  Mr.  Griffin 
laughed.) 

The  Court :    You  may  proceed. 

Mr.  Moriarty:  I  think  I  can  pursue  this.  Any 
further  objection  to  make  as  to  who  was  present, 
and  what  was  said? 

The  Court:  What  was  the  question  you  wish  to 
put?  Will  the  reporter 

Mr.  Moriarty:  (Interposing)  Before  Mr.  Griffin 
interrupted  me,  I  had  asked  a  question.  I  would  like 
the  Court  Reporter  to  read  it. 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  the  following  was  read  by  the 
reporter : 

"Question:  I  understand  that  Taylor  at  that  time 
insisted  this  was  the  profit,  and  you  insisted  it 
wasn't?") 

A.  There  wasn't  any  insisting  on  either  part.  We 
just  compared  the  figures  from  the  year  before. 

Q.    (By  Mr.  Moriarty):    From  1948? 

A.  From  1948,  and  I  don't  think  he  could  under- 
stand at  that  time,  either,  why  we  should  lose  ten 
thousand  dollars  in  November  and  make  twenty- 
five  thousand  dollars  in  December.  There  was  no 
quarrel  about  it.  I  told  him  to  try  to  check  the 
figures  over  again.  [3124] 

It  couldn't  be  possible  that  after  we  run  a  cer- 
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tain  percentage  for  a  certain  length  of  time,  that 
the  percentage  wonld  go  three  times  as  high  in  one 
year  over  the  other.  That  is  all  there  was  to  it. 
There  was  no  quarrel,  or  no  meeting. 

Q.  Well,  am  I  mistaken  that  the  1949  shows 
more  than  1948  in  sales'? 

A.  I  told  yon  it  was  about  $150,000  more  sales. 
That  is  around  twelve  thousand  dollars  a  month. 

Q.     And  that  meant  more  profit,  didn't  it? 

A.  Not  necessarily.  Sometimes  you  can  go  ahead 
and  sell  the  other  way. 

Q.     You  can  sell  what? 

A.  Sometimes  your  sales  increase  and  you  make 
less  money  than  with  lower  sales. 

The  percentage  in  between  there,  105  percent 
difference — around  five  or  six  percent — is  not  going 
to  vary  it  so  that  your  profits  go  up  six  percent  or 
drop  six  percent.  It  is  impossible. 

Q.  I  understood,  if  I  understood  you  correctly, 
that  you  knew  in  your  head  the  general  cost  of  the 
operation,  the  fixed  costs,  and  that  you  could  tell 
from  the  volume  of  sales  about  what  the  profit 
would  be ;  am  I  mistaken  ?  [3125] 

A.  If  circumstances  were  the  same,  if  you  had 
the  same  kind  of  labor  cost,  and  the  same  kind  of 
milk  cost,  and  selling  cost,  over  the  month  period,  it 
just  couldn't  change.  You  could  tell  it  on  the  state- 
ment. It  was  just  like  a  thermometer. 

Q.  And  that  is  the  way  it  worked  for  you 
through  the  years? 
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A.  Well,  I  would  say  75  percent  of  my  figuring 
was  done  in  my  head,  or  eighty  percent  of  it. 

Q.    And  it  had  proven  pretty  accurate? 

A.  Well,  I  seemed  to  get  along  until  somebody 
decided  it  wasn't  right. 

Q.     I  think  we  are  in  agreement. 

Now,  as  I  understand  from  another  part  of  your 
testimony,  that  you  asked  Taylor  about  a  profit  and 
loss  statement  for  the  Daisy  Ice  Cream  Company 
and  he  didn't  give  it  to  you? 

A.  Well,  he  just  kept  on  promising  it  to  me  and 
he  said  he  tried  to  get  it  out  next  time,  but  he  didn't. 

Q.  Wasn't  the  Daisy  Ice  Cream  Company  a  part 
of  the  Alpine  Dairy  operation? 

A.  That's  right;  except  it  was — the  Ice  Cream 
part  and  the  Milk  Division  and  the  Ice  Cream 
Division. 

Q.  But,  all  of  those  Dairy  proceeds  went  into 
[3126]   the  Alpine  account,  didn't  it? 

A.  I  don't  know  how  they  handled  it.  I  can't 
tell  you. 

Q.  Why  did  you  ask  him  for  a  profit  and  loss 
statement  ? 

A.  I  wanted  the  statement  of  the  separate  pur- 
chases and  the  labor  cost  of  the  Ice  Cream  part, 
and  I  wanted  a  statement  of  the  purchases  of  the 
Ice  Cream  Mix,  and  different  material,  and  rental, 
just  a  rough  figure  to  see  if  we  was  getting  along 
all  right,  or  getting  behind,  or  going  ahead. 

Q.     I  understand  that  you  told  Mr.  Riig,  when 
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he  asked  you  if  they  were  in  the  red  or  black,  you 

said  you  were  in  the  black? 

A.  I  did  probably  after  examining  a  statement 
that  Mr.  Erickson  threw  together. 

Q.     Mr.  Erickson  made  that  statement? 

A.  Well,  Taylor  held  back  for  two  or  three 
months — I  don't  know  for  how  long,  and  I  finally 
said,  "Maybe  Harold  can  work  up  a  rough  draft 
when  you  are  too  busy."  When  you  talk  about  a 
statement,  sometimes  he  tries  to  take  the  cost  of 
the  cheese  as  a  separate  item  in  making  cottage 
cheese,  of  a  profit  and  loss  statement.  They  can't 
take  the  Vvhole  company.  Sometimes  you  take  butter 
production,  and  take  the  [3127]  amount  paid  for 
fat,  and  the  amount  for  labor,  and  the  amount  for 
butter.  That  is  what  I  wanted.  I  wanted  to  see  how 
that  separate  part  was  getting  along. 

Q.  Mr.  Erickson  made  up  this  profit  and  loss 
statement  ? 

A.  It  wasn't  a  profit  and  loss.  It  was  a  rough 
draft  of  the  different  costs  of  the  material  and 
labor,  and  what  we  got  for  the  stuff. 

Q.  Now,  Mr.  Erickson  also  made  up  for  you  a 
profit  and  loss  statement  during  this  period? 

Mr.  Keesling:     I  object  as  repetitious. 

Mr.  Moriarty:  No,  I  have  only  heard  about  Mr. 
Taylor  until  now. 

Mr.  Keesling:  I  mean,  right  now  he  has  asked 
it  three  times. 

The  Court:    You  may  proceed. 
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Mr.  Keesling:  I  didn't  hear  the  question  then, 
your  Honor. 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Q.  (By  Mr.  Moriarty  continuing)  :  During  these 
periods,  would  be  better.  That  is  the  question.  Dur- 
ing these  [3128]  periods! 

The  Court:  You  are  referring  now  to  the  Daisy 
Ice  Cream  operation"? 

Mr.  Moriarty:  I  am  now  speaking  generally 
about  the  Issaquah  Creamery  Company,  because,  up 
until  now,  as  I  understand  the  testimony,  Mr.  Tay- 
lor made  those  up. 

Mr.  Keesling:  I  have  no  objection  if  he  is  going 
into  another  phase. 

Mr.  Moriarty:    Yes. 

A.  AYell,  you  can't  even  call  it  a  profit  and  loss 
statement,  but  in  order  to  give  me  some  kind  of  an 
inside  so  I  could  tell  if  we  was  going  ahead  or  going 
behind,  I  asked  Taylor  if  he  could  try  to  see  he 
could  get  those  figures  together.  He  never  refused, 
but  he  kept  on  putting  me  off,  and  finally,  I  said, 
"YTe  can't  keep  on  running  unless  I  know  what  we 
are  doing,  because  this  thing  is  expanding,  and  we 
are  going  to  have  to  buy  extra  cabinets,  and  I  like  to 
know  if  we  are  going  ahead  or  going  backwards", 
and  he  never  refused,  except  he  said  he  was  awfully 
busy,  but  he  said  he  would  do  it  next  time,  and 
after  he  told  me  he  would  do  it  next  time,  more 
than  for  two  or  three  months,  I  said,  "Why  don't 
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you  tell  Harold  Erickson   how   to   do   it?   And   I 

showed  it  to  Hicks  Taylor  then,   [3129]   just  what 

Harold  Erickson  made  out,  but  that  was  the  only 

statement. 

Q.    (By  Mr.  Moriarty)  :    About  Daisy? 

A.     At  any  time  that  Harold  Erickson  made  out. 

It  was  on  a  piece  of  paper. 

Q.  How  did  you  know  that  Harold  Erickson 
didn't  know  how  to  make  out  a  profit  and  loss  state- 
ment? 

A.  Because  Taylor  made  them  out  all  the  time, 
and  I  w^anted  to  be  sure  he  would  talk  to  Harold 
about  it.  I  never  got  a  profit  and  loss  statement 
from  Harold  Erickson  before.  I  still  don't  know 
why  Taylor  didn't,  except  he  said  he  was  too  busy. 

Q.  Will  you  tell  the  Jury  then  what  Mr.  Erick- 
son did  at  the  end  of  each  month  during  1945 
through  1949,  just  in  connection  with  the  operations 
of  the  Issaquah  Creamery  Company? 

A.     The  end  of  each  month? 

Q.    Yes. 

A.  At  the  end  of  each  month,  he  would  figure 
out  his  milk  and  pay  the  producer,  and  at  the  end 
of  each  month  he  would  figure  out  the  labor  cost 
and  make  up  the  figures  for  Taylor.  That  is  all  I 
know. 

Q.     And  would  he  give  you  a  sheet  of  some  kind? 

A.     No,  he  never  gave  me  a  sheet. 

Q.  What  would  he  do  when  he  had  done  all  that, 
come  in  and  talk  to  you? 

A.     Well,  no,  he  didn't  talk  to  me  about  it.  The 
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figures  he  made  up,  he  gave  to  Taylor,  as  far  as 

the  cost  of  milk. 

Q,  Did  it  ever  pass  to  you  before  it  went  to 
Taylor? 

A.  No,  it  never  passed  to  me.  I  never  had  any- 
thing to  do. 

Mr.  Moriarty:    It  is  recess  time. 

That  is  all  with  Mr.  Taylor,  for  the  moment. 

The  Court:    Forster. 

Mr.  Moriarty:    Forster.  You  were  so  closely 

identified. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury, 
we  will  now  take  the  noon  recess.  The  Court  calls 
your  attention  to  the  admonition  given  you  on 
similar  occasions,  and  asks  that  you  heed  it  on  this 
occasion.  You  will  now  be  excused  until  1 :45. 

(Whereupon,  the  Jury  retired  from  the  court- 
room.) 
The  Court:     This  case  on  trial  may  be  recessed 
imtil  1:45.  The  Court  will  remain  in  session. 

(Whereupon,  at  12:17  o'clock  i^.m.  a  recess 
was  [3131]  had  in  the  within-entitled  and  num- 
bered cause  until  1:45  o'clock  p.m.  April  2, 
1954,  at  which  tune,  counsel  and  defendants 
heretofore  noted  being  present,  the  following 
proceedings  were  had,  to-wit:) 
The  Court:     You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
Tlio  Court:    You  mav  be  seated. 
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It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor. 

The  Court:     You  may  proceed,  Mr.  Moriarty. 

Q.  (By  Mr.  Moriarty) :  Mr.  Forster,  on  your 
cross-examination  by  Mr.  LeSourd,  in  connection 
with  the  Time  Oil  Company  cash  payments,  I  un- 
derstand that  your  testimony  was  that  you  talked 
to  Mr.  Taylor  and  that  he  told  you  not  to  worry 
about  it.  Is  that  a  correct  statement  of  your  testi- 
mony? A.     Yes. 

Q.     What  were  you  worrying  about? 

A.  I  told  him  that  it  was  a  cash  payment,  and 
going  into  my  savings  account. 

Q.     What  were  you  worried  about?  [3132] 

A.     Well,  that  is  what  I  told  him. 

Q.     Was  it  about  taxes,  or  the  payment? 

A.  Taxes  never  occurred  to  me.  Mr.  Taylor  knew 
the  amount  of  money  I  v^as  collecting. 

Q.  Well,  if  the  record  shows  that  in  1945,  in- 
cluding the  Time  Oil  payments,  you  received  ap- 
proximately twenty-one  thousand  dollars  in  cash 
that  went  into  198,  did  you  make  those  deposits? 

A.     Hid  I  make  the  deposits? 

Q.    Yes. 

A.  I  would  think  I  made  most  of  them;  maybe 
all  of  them. 

Q.  And  that  would  be  an  average  of  about  one 
hundred  dollars  each  banking  day,  would  it  not? 
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Mr.  Griffin:  I  object  to  that  as  not  recross  ex- 
amination. Gone  into. 

The  Court:  You  are  covering  matters  covered 
by  Mr.  LeSourd? 

Mr.  Moriarty:  I  think  so,  in  regard  to  the  cur- 
rency. 

The  Court:    About  the  deposits'? 

Mr.  Moriarty :  About  the  currency  that  went  into 
198. 

Mr.  Griffin :  The  Govermnent  examined  in  full  in 
regard  to  it.  [3133] 

Mr.  Moriarty:  That  is  not  my  imderstanding  of 
it.  Mr.  LeSourd,  I  think,  covered  it  on  his  cross. 

Mr.  Griffin:  My  only  objection  is  that  it  is  not 
recross  and  repetitious. 

The  Court:  I  grant  it  was  covered,  but  wasn't 
it  covered — shouldn't  it  have  been  covered  on  your 
original  cross? 

If  you  wish  permission  to  reopen,  the  Court  will 
grant  it. 

Mr.  Moriarty:    I  ask  permission. 

The  Court:    You  may. 

Mr.  Moriarty:    To  reopen? 

The  Court:    You  may. 

Q.  (By  Mr.  Moriarty)  :  Will  you  answer  the 
question  ? 

The  Witness:    Will  you  read  the  question? 

The  Court:     Mr.  Reporter,  read  the  question. 

(WhereuiJon,  the  preceding  question  was  read 
by  the  reporter.) 
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Q.    (By  Mr.  Moriarty  continuing)  :     during 

the  year? 

A.  Well,  are  you  talking  about  Time  Oil  Com- 
pany cash? 

Q.  I  am  talking  about  Time  Oil  Company  and 
other  currency  l)esides  Time  Oil  Company.   [3134] 

A.  I  wouldn't  know  if  it  would  figure  out  that 
much  or  not.  I  don't  know  how  it  figured. 

Q.     They  were  substantial  sums,  weren't  they? 

A.     That  is  right.  My  farm  rent  was  in  cash. 

Q.    Yes. 

A.     There  was  some  other  items  that  was  in  cash. 

Q.  And  if,  in  1945,  twenty-five  thousand  w^ent 
into  that  account,  you  handled  those  funds  also? 

A.  I  would  think  so.  I  don't  think  anybody  de- 
posited anything  in  my  savings  account. 

Q.     Without  your  direction? 

A.  Well,  I  don't  know  if  anybody — maybe  some- 
body else  deposited  my  own  checks,  my  own  pay- 
roll checks,  my  salary  checks. 

Q.     And  you  wrapped  up  the  coins  yourself? 

A.     I  never  wrapped  up  any  coins. 

Q.     You  just  put  them  in  a  bag? 

Mr.  Griffin:  Objected  to  as  immaterial,  if  the 
Court  please. 

Mr.  Moriarty:     No. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Moriarty  continuing) :  Now,  how  did 
you  report  these  deposits  to  Mr.  Taylor,  that  you 
made  from  day  to  day? 

Mr.  Grif&n:    Just  a  moment,  if  the  Court  [3135] 
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XDlease.  I  object  to  the  form  of  that  question.  There 

is  no  evidence  he  made  deposits  from  day  to  day, 

and  the  point  was  gone  into  in  detail  in  chief  and 

cross-examination. 

Mr.  Moriarty :  I  am  going  into  the  question  that 
was  developed  by  Mr.  LeSourd  that  Mr.  Forster 
kept  slips,  and  that  on  his  way  to  Conway,  he  dis- 
cussed vvhat  was  on  these  slips  that  he  had  in  his 
pocket  and  told  Mr.  Taylor  about  it. 

The  Court:  If  you  wish  to  reopen  your  cross- 
examination,  redirect  not  having  been  entered  upon, 
the  Court  will  consider  that.  I  think  there  is  some 
limitation,  Mr.  JMoriarty,  but  on  that  theory,  if  you 
wish  to  examine,  the  Court  will  permit  it. 

Mr.  Moriarty:    Thank  you,  your  Honor. 

Mr.  Griffin:  I  have  no  objection  to  going  into 
that  document  that  Mr.  LeSourd  examined  on. 

Mr.  Moriarty :  No,  I  am  examining  on  his  gen- 
eral testimony  about  the  slips  that  he  kept  in  his 
pocket  that  he  discussed  with  Mr.  Taylor  on  his 
way  to  Conway,  at  various  times,  and  I  want  to 
develop  further  how  he  kept  those  slips  and  what 
he  did  with  those  slips  and  whether  he  kept  a 
record. 

Q.  (By  Mr.  Moriarty)  :  Now,  do  you  understand, 
Mr.  Forster? 

A.     Yv^ell,  you  restate  the  question.  [3136] 

Q.  All  right;  you  kept  little  slips  that  you  put 
in  your  pocket  when  you  made  these  deposits,  did 
you?  A.     No. 
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Q.  Well,  how  did  you  report  to  Mr.  Taylor  the 
currency  deposits? 

A.  I  told  him  the  approximate  amount  of  the 
Time  Oil  Company  cash  receipts,  and  I  gave  him 
the  approximate  amount  of  the  cash  I  received  from 
the  farm. 

Q.  You  say  "approximate";  what  do  you  mean 
by  "approximate"? 

A.  Well,  I  told  him  that  is  what  it  amounted 
to  by  month.  That  is,  the  farm  rent  was  set,  what- 
ever it  was,  and  he  paid  cash  for  quite  awhile.  I 
don't  know  when  he  started  to  pay  by  check. 

Q.     Who  are  you  talking  about  now? 

A.     Mr.  Alpress. 

Q.  Mr.  Alpress;  I  am  talking  about  Mr.  Taylor 
and  your  reports  to  him,  and  the  approximate 
amounts. 

A.     That  is  all  I  gave  him. 

Q.     Were  they  round  figures? 

A.     That  is  right. 

Q.  So  that  you  weren't  reporting  to  Mr.  Taylor 
exactly  wdiat  you  received?  [3137] 

A.  I  told  him  the  approximate  amount.  That  is 
what  it  amounted  to  per  month  between  these  re- 
ceipts from  Time  Oil  Company  and  cash  from  Mr. 
Alpress  on  the  farm  rent. 

Q.  And  what  about  the  other  currency  than 
Time  Oil? 

A.  That  is  what  I  got  through  telling  you.  Time 
Oil. 

Q.     What?  I  didn't  hear  your  answer. 
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A.  I  got  through  telling  you  I  told  him  about 
Time  Oil. 

Q.  Now,  handing  you  Exhibit  170,  and  calling 
your  attention  to  testimony  in  response  to  Mr.  Le 
Sourd's  questions  on  cross-examination  that  you 
didn't  receive  Time  Oil  monthly,  I  will  ask  you  to 
examine  Exhibit  170  and  point  out  any  month  dur- 
ing those  periods  that  you  didn't  receive  those  pay- 
ments each  month? 

A.  I  don't  have  to  examine  it  in  order  to  tell 
you  sometimes  the  whole  two  or  three  months  are 
together. 

Q.  Some  of  them  were  for  Alpine,  and  some  of 
them  were  Issaquah?  A.     That  is  right. 

Q.  Did  you  tell  him  the  amount  you  got  for 
Issaquah?  [3138] 

A.     I  just  gave  him  the  total  amount. 

Q.     You  just  gave  him  the  total  amount? 

A.     That  is  right. 

Q.     Did  he  make  any  memorandmn? 

A.  He  knew  the  amount  that  I  was  gettmg.  Yes, 
he  made  a  memorandmn  of  it. 

Q.    You  mean  while  you  rode  along  in  the  car? 

A.  On  a  monthly  basis.  I  didn't  go  over  the  slips 
at  the  end  of  the  year.  I  told  him  that  was  the 
amount  that  I  was  getting  on  a  monthly  basis  on 
those  cash  receipts. 

Q.  Now,  you  made  the  statement  under  cross 
examination  that  the  Government  claimed  two  and 
one-half  million  dollars  in  taxes? 
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A.  Well,  that  is  a  statement  Mr.  Marx  men- 
tioned, yes. 

Q.  Just  a  moment.  Did  you  get  that  from  any 
books?        A.     I  got  it  from  Mr.  Marx. 

Q.     You  got  it  from  Mr.  Marxl 

A.  It  was  in  a  meeting  when  that  was  what  he 
mentioned. 

Q.     And  was  that  confirmed  by  your  accountant  1? 

A.  That  was  his  figure.  I  haven't  got  any  figure 
from  the  accountants  on  it.  [3139] 

Q.     Have  you  asked  for  them? 

A.     Have  I  asked  for  them? 

Q.     Have  you  asked  for  them? 

A.  Well,  I  think  we  did  ask  for  them,  but  what 
I  understand,  they  can't  get  the  figures  out  until 
they  get  together  with  the  Government.  You  asked 
me  questions  out  of  my 

Q.  (Interposing)  You  said  something  about 
liquidating  your  properties.  How  much  did  you  get 
for  the  liquidation  of  your  properties? 

A.    Just  what  do  you  mean? 

Q.     You  talked  about  the  sale  to  Consolidated? 

A.     That  is  right. 

Q.     How  much  did  you  get  ? 

A.     We  sold  for  $2,600,000. 

Q.     And  that  was  exclusive  of  the  inventory? 

A.     That  is  right. 

Q.  And  the  total  aggregate  amount  that  you 
received,  will  you  tell  the  Jury? 

A.     The  total  what? 
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Q.  The  total  of  the  inventory  and  the  $2,600,000 
that  yon  received? 

Mr.  Griffin:  Just  a  moment.  I  object  to  the 
form  of  that  question.  He  hasn't  received  it. 

Mr.  Moriarty:    Well,  contracted  for  it.  [3140] 

Mr.  Griffin:    And  held  by  the  Government. 

Mr.  Moriarty:  I  don't  think  that  is  part  of  my 
question. 

Q.  (By  Mr.  Moriarty  continuing)  :  How  much 
have  you  contracted  to  receive  for  your  properties 
in  all?  A.     I  told  you. 

Q.  Including  inventory  and  the  two  million  six 
hundred  thousand? 

A.     I  don't  know.  We  sold  it  for  $2,600,000. 

Q.     And  inventory? 

A.     Plus  the  inventory. 

Q.     And  what  was  the  amount  of  the  inventory? 

A.     I  couldn't  tell  you  unless  I  saw  the  figures. 

Q.    Was  it  one  million  dollars? 

A.     Oh,  no. 

Q.     Was  it  five  hundred  thousand  dollars? 

A.  I  couldn't  tell  you,  unless  I  seen  the  figures. 
I  don't  think  we  carried  one  half  million  dollars 
of  inventory. 

Q.  You  were  then  represented  by  your  firm  of 
accountants,  Touche,  Mven,  Bailey  and  Smart? 

A.     It  was  what? 

Q.  You  were  then  represented  by  your  firm  of 
accountants  when  you  made  that  sale?  [3141] 

Mr.  Griffin:  Just  a  moment,  if  the  Court  please. 
I  will  object  as  not  the  best  evidence.  The  Govern- 
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ment  has  these  documents  in  escrow,  and  we  would 

like  to  see  them. 

Mr.  Moriartv:     I  haven't  them. 

Mr.  Griffin:     I  said  "the  Government". 

Mr.  Moriartv:  I  happen  to  be  representing  the 
Government  at  this  moment. 

The  Court:     Are  you  objecting  to  the  question? 

Mr.  Griffin:    Yes,  your  Honor. 

Q.  (By  Mr.  Moriarty)  :  You  didn't  sell  the  Ren- 
ton  Ice  Cream  Company  in  that  transaction? 

A.     No,  because  I  didn't  o\vn  it. 

Q.  You  still  retain  the  Renton  Ice  Cream  Com- 
pany? 

A.     No,  it  sold  out.  I  mean,  it  is  liquidated. 

Q.  That  was  in  addition  to  your  sale  to  Con- 
solidated? A.     That  is  right. 

Q.  You  still  have  your  job  with  the  Issaquah 
Creamery  Company,  or  the  Consolidated  Dairy,  do 
you  not? 

A.  Well,  right  now  I  am  jobless;  I  haven't  got 
[3142]  a  job. 

Q.  Up  until  the  day  that  this  trial  started,  you 
were  the  general  manager  of  the  company  that  you 
sold  to  the  Consolidated,  were  you  not? 

A.     That  is  correct,  but  now  I  am  unemployed. 

Q.     You  are  now  on  leave,  aren't  you? 

A.  I  wouldn't  know.  I  haven't  contracted  to  go 
back  to  work  yet.  I  don't  know  when  I  am  going  to 
get  through  here. 

Q.  Are  you  drawing  unemployment  compensa- 
tion at  this  time? 
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A.  I  mil  probably  have  to  by  the  time  you  get 
through  with  me,  yes. 

Q.  But  you  are  not  drawing  it  right  now,  is 
that  correct?  A.     No,  I  don't. 

Mr.  Griffin:  Did  he  answer?  Was  there  an  an- 
swer to  that  question? 

The  Witness :    I  told  him  I  wasn't. 

Mr.  Griffin:     Thank  you. 

Q.  (By  Mr.  Moriarty) :  Now,  as  I  understand 
it,  Mr.  Forster,  Mr.  Kachlein  represented  you  in 
the  close  of  the  Finstad  and  Utgard  deal? 

A,  Mr.  Kachlein  represented  me  after  Mrs. 
[3143]  Finstad  was  paid. 

Q.  Well,  but  he  advised  you  about  the  two  pay- 
ments of  twenty-five  hundred  and  two  thousand 
dollars  that  were  made  on  February  28,  1950? 

A.     I  don't  think  so. 

Q.    Well,  did  you  consult  with  him  about  it? 

A.  I  didn't  consult  with  Mr.  Kachlein  until  the 
latter  part-  of  March. 

Q.  You  didn't  consult  with  Mr.  Kachlein  until 
the  latter  part  of  March? 

A.  That  is  right.  Mr.  Taylor  wrote  those  checks 
out. 

Q.  And  did  you  consult  with  Mr.  Taylor  about 
those  ?        A.     Yes. 

Q.    Will  you  tell  me  then  why  the  two  checks 
for  two  thousand  and  twenty-five  hundred  dollars 
were  written  on  February  28,  1950,  which  was  the 
close  of  the  deal? 
A.    Why  they  were  written? 
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Q.    Yes. 

A.     In  order  to  pay  Mrs.  Finstad  off. 

Q.     And  that  was  the  balance? 

A.  I  would  think  so.  I  am  sure  we  wouldn't  pay 
her  any  more  than  we  owed  her.   [3144] 

Q.  And  that  wasn't  charged  to  Mr.  Egeness' 
salary,  was  it? 

A.  I  wouldn't  know  how  Mr.  Taylor  handled  it 
on  the  books. 

Mr.  Moriarty:     I  think  that  is  all. 

The  Court:     Do  you  have  something? 

Mr.  LeSourd:     I  have  some  questions. 

The  Court :  On  the  examination  of  Mr.  Moriarty  ? 

Mr.  LeSourd:  On  Mr.  Moriarty's  examination, 
yes,  your  Honor. 

Cross  Examination 

Q.  (By  Mr.  LeSourd) :  These  two  checks  to 
Mrs.  Finstad  in  1950,  are  you  sure  those  were  writ- 
ten by  Mr.  Taylor? 

A.     I  am  quite  sure  it  is  his  handwriting,  yes. 

Q.     You  are  familiar  with  his  handwriting? 

A.  Well,  I  have  seen  it  over  the  last  twenty 
years,  yes. 

Q.  And  it  is  your  settled  opinion  that  that  is 
his  handwriting? 

A.  I  don't  know  what  the  word  is  before  ''opin- 
ion", but  it  is  my  opinion  that  it  is  his  handwriting, 
yes. 

Q.  He  didn't  normally  write  checks  at  Finstad 
[3145]  and  Utgard,  did  he? 
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A.  He  wrote  his  own  paycheck  up  there  once 
in  a  while. 

Q.  I  asked  you  if  he  normally  wrote  checks  for 
Finstad  and  Utgard? 

A.  Well,  I  have  seen  him  write  checks  for  his 
o^yn  pay  up  there.  That  is  all  I  know. 

Q.  I  still  ask  yon  if  he  normally  wrote  checks 
for  Finstad  and  Utgard? 

A.  Well,  "normally,"  is  that  once  or  twice,  or 
most  of  the  time?  He  wasn't  the  bookkeeper  up 
there,  no. 

Q.  Other  than  once  or  twice  writing  his  own 
paycheck,  you  have  no  knowledge  of  any  checks  he 
did  write  ? 

A.  No,  I  have  no  knowledge,  except  I  know  he 
\"VTote  some  of  his  own  paychecks. 

Q.     He  didn't  sign  checks  up  there? 

A.  No,  he  didn't  sign  those  two  either,  but  I 
think  it  is  his  handwriting. 

Q.  You  think  the  name  of  the  payee  is  in  his 
handwriting  ? 

A.  The  name  of  the  payee,  I  think,  is  in  his 
handAvriting,  yes.    [3146] 

Q.  Are  you  certain  that  Mr.  Kachlein  didn't  ad- 
vise you  as  to  those  two  checks? 

A.  I  am  quite  positive  he  didn't  enter  into  the 
picture  until  we  paid  Mrs.  Finstad  off,  and  that  is 
the  time  we  went  to  see  Mr.  Kachlein,  to  get  the 
escrow  agreement  from — with  the  escrow  from  Mr. 
Croson,  attorney  for  Mrs.  Finstad. 

Q.     In  regard  to  the  Time  Oil  receipts,  you  say 
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that  you  gave  Mr.  Taylor  tlie  figure  every  month? 

A.    No. 

Q.     Did  you  give 

A.  (Interposing)  I  told  him  about  the  original 
arrangement,  and  then  afterwards  I  told  him  what 
it  approximately  amounted  to  per  month. 

Q.  You  gave  him  a  single  figure  average  per 
month,  is  that  what  you  gave  him? 

A.  No,  I  didn't.  Just  an  approximate  figure, 
what  it  amounted  to  per  month. 

Q.     Do  you  recall  what  figure  you  gave  him? 

A.  No,  I  don't  recall.  I  do  recall  of  talking  the 
original  proposition  over  with  him,  and  afterwards 
telling  him  the  amoimt  it  was,  and  I  think  he  asked 
me  about  it — about  the  approximate  amount,  what 
it  amounted  to  per  month,  approximately. 

Q.  And  so  you  gave  him  figures,  so  many  dol- 
lars? [3147] 

A.  That  is  the  way  he  asked  me  at  the  end  of 
the  year  on  those  things.  In  other  words,  he  said, 
''If  you  haven't  got  it,  just  approximately  how 
much  was  it?"  And,  unless  I  had  the  actual  figures 
right  there,  I  would  give  him  the  approximate 
figure. 

Q.  And  so  you  gave  him  an  approximate  figure 
of  so  much  money  for  Time  Oil? 

A.     That  is  right. 

Q.     Per  month?  A.     Per  month,  yes. 

Q.     And  you  did  that  at  the  end  of  every  year? 

Mr.  Griffin:    If  the  Court  please,  I  am  going  to 
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object  as  not  recross,  but  recross  upon  recross  ex- 
amination. Each  coimsel  went  into  it. 

The  Court:    I  will  sustain  the  objection. 

Mr.  LeSourd:  If  your  Honor  please,  Mr.  Mori- 
arty  went  into  this  thing,  and  this  mtness  testi- 
fied  

The  Court  (Interposing)  :  Well,  I  suppose  you 
can  go  back  and  forth  for  days  on  this. 

Mr.  LeSourd :  Yes.  I  would  like  to  put  one  more 
question  on  this  matter. 

The  Court:  You  may  put  one  question  if  you 
wish. 

Q.  (By  Mr.  LeSourd) :  As  a  matter  of  fact, 
your  receipts  from  Time  Oil  varied  quite  consider- 
ably every  month,  didn't  they? 

A.  They  didn't  vary  very  much  until  the  rate 
was  changed,  and  then  when  the  rate  was  changed 
from  one  and  one-half  cent  to  two  cents,  I  spoke 
to  Mr.  Taylor  about  that,  too,  and  the  rest  of  the 
time  it  didn't  vary  too  much  because  we  run  the 
same  amount  of  vehicles  and  we  used  the  gallon- 
age.  It  wasn't  off  too  much  from  one  month  to  an- 
other. It  might  vary  some. 

Mr.  LeSourd:     That  is  all. 

Mr.  Keesling:     No  questions. 

Redirect  Examination 

Q.  (By  Mr.  Griffin)  :  Mr.  Forster,  you  recall 
that  Mr.  Moriarty  in  examining  you  spent  consider- 
able time  upon  your  conversation  with  Mr.  Taylor 
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as  to  the  meeting  with  him  in  January  of  1950 

dealing  with  the  year  1949  as  compared  to  1948? 

A.    Yes. 

Q.  And  you  were  examined  by  Mr.  LeSourd  in 
detail  upon  that  matter?  A.     Yes. 

Q.  And  do  you  recall  that  either  one  counsel  or 
the  other  produced  one  of  Mr.  Taylor's  work  sheets, 
I  believe  it  was,  or  some  document  in  which  he 
[3149]  showed  a  loss  for  November,  for  1949,  of. 
between  nine  and  ten  thousand  dollars'? 

A.     That  is  right. 

Q.  I  understand  your  testimony  was  at  the  Jan- 
uary meeting  where  he  was  giving  you  the  rough 
figures,  he  said  you  made  a  profit  of  twenty-five 
or  thirty  thousand  dollars  in  December,  1949? 

A.     He  said  that  is  the  way  it  looked  to  him,  yes. 

Q.  And  the  year  1949  looked  like  110,  or  16, 
thousand  dollars,  or  something  like  that;  in  excess 
of  one  hundred  thousand  dollars?  A.     Yes. 

Q.  And  you  suggested  to  him  that  he  recheck  his 
figures,  because  it  didn't  correspond  with  1948? 

A.     That  is  right. 

Q.  And  you  have  testified  that  November  and 
December  are  generally  losing  months 

A.     (Interposing)  :    And  so  is 

Q.     (Continuing):    in  your  business? 

A.     (Continuing)  :     January  and  February, 

too ;  those  four  months. 

Q.  And  you  made  a  comparison  without  having 
the  figures  before  you  that  the  sales  were  about  the 
same  for  the  two  years?  [3150] 
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A.     Well,  Mr.  Taylor  had  the  figures  on  sales. 

Q.  I  mean  in  your  testimony,  before  Mr.  Mori- 
arty  produced  exliil^its  13  and  14,  you  only  had  an 
approximation  of  what  the  sales  had  been? 

A.     That  is  right. 

Q.  Now,  as  it  turns  out,  if  you  will  take  my 
computation  as  to  figures,  when  you  complained  to 
Mr.  Taylor  that  he  was  showing  around  a  six  per- 
cent profit  for  the  year  as  compared  "with  1948, 
showing  you  Exhibit  13,  the  sales  for  1948 — that  is, 
gross  sales — were  $2,515,731.64? 

A.     That  is  right. 

Q.  That  is,  at  least,  what  Mr.  Taylor  shows  on 
the  income  tax  return;  is  that  right? 

A.     1948,  yes. 

Q.     In  1949,  they  are  $2,359,544.27? 

A.     That  is  right. 

Q.  In  other  Avords,  when  you  were  asking  Mr. 
Taylor  to  recheck  his  figures,  the  gross  sales  for 
1949  were  $156,187.37  less  than  they  were  in  1948? 

A.     That  is  right. 

Q.  And  he  was  still  claiming  or  asserting  to  you 
that  it  looked  like  over  one  himdred  thousand  dol- 
lars, so  that  your  profit  would  jump  from  about  2 
percent  to  6  percent?  [3151] 

Mr.  Moriarty:  These  questions  are  somewhat 
leading,  if  your  Honor  please. 

The  Court:  If  you  are  objecting,  the  Court  will 
sustain  the  objection. 

Q.  (By  Mr.  Griffin  continuing)  :  And  your  costs, 
you  say,  comparatively  the  same,  comparatively? 


